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FOREWORD 


HOW TO SUCCEED IN BUSINESS 

By the late Sir GEORGE WHITE M.P. (of Norwich) 

Are the business openings in the country fewer than foverly? In my opinion the 
opportunities for commercial success were never so great. The young man of to-day 
is far better off here than in many countries on the Continent, especially oompared with 
Germany. In the latter country his career is determined for him years before his 
education is finished, without reference to his inclinations and capacity. In the pro¬ 
fessions promotion is very slow and badly remunerated, so that I do not think the 
German young man in any way superior in business to our own people. 

But, on the other hand, we are becoming very much alive to the importance of 
training in business. In most of our large towns facilities? are now gjven for self- 
improvement as never before, in connection with technical schools and continuation 
classes. So that success to-day depends very largely on how our business young men 
utilize*these advantages. It is, I often think, a matter of how they employ their leisure 
time, whether they fritter it away, or* spend it in acquiring additional knowledge. If 
in the latter way, success comes quicker. Above all, there must be the keenness to seize 
opportunities as they come along. 

In my own factory I always endeavour to impress upon young lads the necessity j 
of doing something to improve their position. In some cases I arrange for them to 
get off earlier in the day to attend classes, and this endeavour to better their position 
is not infrequently crowned with success. Too often in our large businesses the ten¬ 
dency, I am afraid, is for employees to consider they should do only what thpy are paid 
for instead of really doing their utmost and qualifying for better positions. The 
greatest thing that determines success is a capacity for doing one’s best in whatever 
position one is placed. We may feel sometimes that our work does not get the reward 
it deserves, and chafe under the want of recognition; but if we have the determination* 
to serve as we would wish to be served, and do our best to bring about the success 
of whatever concern has our thought, we are bound ultimately to make a position of 
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more importance. Workers should be ready to seize the opportunity which presents 
itself, because in whatever position you are there is always room for someone who 
can do a little better than someone else. However selfish an employer may be, in 
his own interest, if he is a man of the world and a man of judgment, he is bound 
to recognize that it is to his advantage as well as yours that your work should be 
sooner-or later recognized. 

In business nothing comes amiss in the way of acquired knowledge. For example, 
how few of our business men have gone to the trouble of learning foreign languages. 
Nowadays it is very important to know at least French and German, yet how many 
firms we find engaging foreigners to conduct their foreign business because our men 
have not used their opportunities to fit themselves for these positions. 

It is often objected that to-day the multiplication of shops owned by one firm 
acts detrimentally to the prospects of the small tradesman. What I think is that such 
shops find positions for our young business men which are practically equal to if not 
better than what they would have in small shops of which they were masters them¬ 
selves. Of course, I quite recognize that the small proprietor is likely to take more 
interest in his own shop than another person’s, and try to work up a sound business 
by his own industry and prudence. On the other side of the picture, the multiplication 
of large businesses finds lucrative situations for managers and foremen, that would not 
otherwise be open to them if the business they were in was a small one. * 

I always feel that there is a good position for anyone to-day who can do something 
better than anyone else. What I mean is that for the man who tries to do more than his 
bgre duty there is success awaiting. He may be in an office or factory with a great 
many more men, all of equal ability. All may perform their allotted tasks with satis¬ 
faction, but tf) that man*who can do a bit better what the others are doing there is 
always a steady and prosperous future. What tells is character, a qualification absolutely 
indispensable in business to-day, in spite of what, is said to the contrary. There is 
nothing more calculated to lead to success than starting off in life with a clean sheet 
in regard to character. 

I am not one of those who believe we as a country are being ousted by other 
nations. I think that if we place 'Within easy reach of our young people opportunities 
for self-improvement, and these opportunities are fairly used, there is no fear of our not 
holding our own. The conditions here are, in my judgment, still better than in other 
countries. These conditions develop physical energy and bring power which, if culti¬ 
vated properly, will enable us to compete on equal terms. In many of our most impor¬ 
tant branches of industry we are ahead of most other countries, although their educa¬ 
tional advantages are being very largely used. If in anything, we suffer from too close 
attention to recreations. I am a firm believer in all healthy outdoor occupations, but 
these should not be carried to the excess sometimes observable. This, in my opinion, 
% the only weak spot in our armour, and unless we are disposed to limit our, recreations 
to some extent, oui foreign competitors might one day Overtake us in the realm of 
commerce. 
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With regard to the relationship between Employer and employee, I believe that, 
though this is not of the same nature as in days gone by, the position to-day is on/ 
of greater justice and equality, and is likely still to improve if the workers will continue 
to give the best thaUis in them to the work in which they are engaged. 

Success in any business depends largely upon the man in it having a definite 
purjjpse. We have too many purposeless workers. Aim at something tangible and 
definite, and employ your whole energies to reach it, always keeping a clean record. To 
have recourse to dubious methods, even if they look promising for a time, always spells 
failure in the end. But with hard work and straightforward dealing a man will 
eventually " get there ”, as the saying is. And in my opinion there never was a time 
when the opportunities in business were so promising. 
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INTRODUCTORY 


Ships ore a very special class of property. Owner¬ 
ship of a ship does not pass by delivery, and the 
purchaser of a foreign ship may find himself sub¬ 
ject to foreign law. Under British law ships are 
persflbal property. Property is acquired either by 
construction, purchase, or capture as lawful prize. 
By payment of instalments ownership may vest 
in the employer during construction, and the 
terms of the building contract will provide for 
this. Builders have a possessory lien on the ship 
for payments due to them. In the absence of 
agreement before registration ownership is pre¬ 
sumed to be in the builder. Construction has 
been already dealt with in Chapter I of this 
Part. # The circumstances under whiclf a ship 
may become prize is part of international law. 
Capture can only take place during war, anQ for 
an effective transfer the ship must subsequently 
be condemned as a prize by a competent Court 
in a port of the belligerent State. (See Part III, 
Chapter XXVII) 

The conditions under which property may pass 
by purchased dealt with later on. The Merchant 
Shipping Act* 1894, the longest of all the statutes 
of the realm, is divided into fourteen parts, which 
deal with the various aspects of shipping, and is 
referred to in this wad other chapters as “the 


Act”. There are* also amending Acts and Regu¬ 
lations made under the Acts. 

The owners of a British ship jure usually part 
owners, as tenants in common, not partners, al¬ 
though there may be joint ownership in a par¬ 
ticular share or shares. 

The employment of the ship is decided upon by 
a majority of the owners, but if a minority dissent 
their interests are protected. They are saued 
from any liability in the venture, and are entitled 
to a bond for the v|lue or return of the ship. The 
Admiralty Court has power to sdttle disputes be¬ 
tween part owners, and may direct a ship to be 
sold, even on the application of minority owners. 

A British ship must be owned wholly by quali¬ 
fied persons, namely, either natural-born British 
subjects or those made so by naturalization or by 
denization, or corporate bodies with their principal 
place of business in the British Dominions. If an 
alien becomes entitled to any interest* the ship 
loses its certificate. 

Provision is made for guardians or committees 
to act for persons interested in a ship who are 
under incapacity. 

A beneficial owner, other than a mortgagee, is 
liable as well as the registered owner to pecuniary 
penalties imposed by the Acts. * 


REGISTRATION 


Suhjeet jfcb certain? exceptions, every British 

|| *21 not he nwg 
A fotnia -41ie 

ttoprd of those' 


• 

vessels entitled to use the British flag. Any 
British ship not registered may be detained; but 
ships not exceeding J6 tons burden, employed 
solely ^navigation on the rivers or coasts of the 
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United Kingdom or within some British possessibo 
where the managing owners are resident, and ships 
not exceeding 30 tons burden and not having a 
whole or fixed deck, employed solely in fishing or 
trading coastwise on the shores of Newfoundland, 
in the Gulf of St Lawrence, or on the bordering 
Canadian coasts, are exempt from registry. 

Registrars ate constituted at the various ports: 
in the United Kingdom they are the chief officers 
of Customs; in other places the governor, the port 
officer, or other official Every registrar most 
keep a register book and duly make entries. 

The property in the ship is divided into 04 
shares, and not more than 64 owners are to be 
registered at the same time, though not more 
than five people may be registered as joint owners 
of a shift and are then considered as constituting 
one person. A corporation may be registered as 
owner. 

Beneficial title may exist apart from registra¬ 
tion, but no notice of trust is entered upon the 
register. As between the immediate parties a 
trust may be enforced or protected. 

Survey 

Before registry, every British ship is surveyed 
by a surveyor of ships and her tonnage ascer¬ 
tained. (See p. 6 and Chapter IV of this Part.) 
The surveyor grants a certificate, which must be 
delivered to the registrar before registry. 

Marks * 

Every ship before registry must be marked per¬ 
manently and conspicuously to the satisfaction of 
the Board of Trade, with her name on each of her 
bows, and the name and port of registry on her 
stem in the required letters; her official number 
and number denoting registered tonnage must be 
cut on her main beam, and a scale of feet denot¬ 
ing her draught of water on each side of her stem 
and on her stem post in letters of the required 

The Board of Trade may exempt certain ships 
from these requirements, and fishing boats are 
subject to special conditions. (See Chapter IV 
of this Part.) Penalties are imposed for inac¬ 
curacies, alterations, obliterations, Ac. 


entitled to any interest In addition, on the first 
registry of a ship, evidence is required as to 
various matters, ‘including the builders’ certificate 
of a British-built ship; and the same of a foreign 
ship unless the time and place of her building are 
declared to be unknown or a builders’ certificate 
cannot be procured, when a bill of sale must be 
produced; and in the case of a ship condemned, 
an official copy of the condemnation is required. 

Particulars Registered 

The registrar enters in the register book par¬ 
ticulars of the name of the ship and port to which 
she belongs, the details in the surveyor’s certificate, 
particulars respecting the origin of the ship, and 
the name and description of her registered owner 
or owners, and the proportion in which they share. 
The registrar retains the documents in his pos¬ 
session. 

Certificate of Registry 

On completion of the registry the registrar 
grants a certificate of registry, whfth must only 
be used for the lawful navigation of the Bhip, and 
must not be detained from the person entitled. 
The improper use of the certificate is a misde¬ 
meanour, and subjects the ship to forfeiture. * 

A new certificate can be granted, under certain 
conditions, on the delivery np of the old one, or in 
the event of its loss or destruction. 

Change of master or ownership must be endorsed 
on the certificate. The certificate of a shipwhich 
is lost or captured or ceases to be British-owned 
must be delivered up to the registrar. Every 
owner ihust give notice of such Ices or change to 
the registrar, and the registry in his book'isthen 
closdi, except as to unsatisfied mortgages. 

Provisional certificates ore issued by consular 
officers for ships becoming British-owned abroad; 
and temporary passes in lieu of certificates are 
issued under special circumstances. 

In case of doubt as to theregiatrationof a ship, 
a Commissioner of Customs may direct a registrar 
to require evidence of its title to be registered as 
a British ship, and if satisfactory evidence ia 'not 
forthcoming the ship may be forfeited. 


Declaration of Ownership 

• Before registration, a declaration is required 
to be made and signed as to ownership, giving 
particulars of qualification to own, conditions 
ai building, name of the master, ami holding of 
Mints, and stating that no unqualified person if 


Alterations 


Alterations in a ship in respect of tonnage and 
description must be registered in accordance with 
tire regulations, or a ship may tie Greeted to be 
regfirtered;,1u»Mr... 'Default lh w-mgtoteriirgsab- 
jects the rfrkwg*. 

of ownership the rtg&trar may regiaterthe ship 






»ne%,,Th* registry <4 mg ship may be trans- 
ferr$ frpp* pae port to another. 

enen^^faeiwfw^^Wnma not 

cannot bo re*i«fi^)Meclitott| after wuveyand being 

certified as seaworthy, 

* : Registration Abroad 

Wherethere teBritish jurisdiction at any foreign 
port, that pOrt n^ ie declarOd by Oroer in Coun¬ 
cil a port of registry Ip British possessions the 
Governor*, qpcupies the place of the Commissioners 
of Customs, and may approve a port for the 
registry of ships, 


Return* by Registrar 


Registrars in the United Kingdom are required 
to make monthly returns, and every other registrar 
periodical returns, to the Regular-General 0 f 
Shipping and Seamen of all registries, transfen, 
transmissions, mortgages, and other dealings, and 
the names of persons concerned and other par¬ 
ticulars, as required. On 1 February and X August 
every registrar in the United Kingdom must fur¬ 
nish a list of all ships mastered at their ports, 
and of those registrations which have been trans¬ 
ferred or cancelled since the last return. 

Forgery of material documents is a felony, aud 
making a false declaration before the registrar a 
misdemeanour. 


TRANSFER OF A SHIP 


A registered ship or any share in it can pnly 
be transferred by bill of sale, otherwise the sole 
of a ship is subject to the ordinary conditions as 
in the case of sale of goods. The bill of sale must 
contain the description of the ship as in the sur¬ 
veyor’s certificate or some other sufficient descrip¬ 
tion to the satisfaction of the registrar, and must 
be in the statutory form. (See Form 1, p. 9.) No 
s»irap is required. 

Where a transfer takes place, the transferee to 
be entitled as registered owner must sign a declara¬ 
tion of transfer, containing a statement of his 
qualification to own a British ship, and a declara¬ 
tion that to the best of his knowledge and belief 
no unqualified person is entitled as owner to any 
legal or beneficial interest Theduly executed bill of 
sale must be produced to the registrar otthe port 
of registry with the declaration, and he thereupon 
enters up the transfer and endorses the bill of sale. 


Where property in a ship, or a share in it, is 
transmitted by the marriage, death, or bankruptcy 
of the registered owner, or by other lawful 
other than transfer, a declaration of transmission 
must be made with the required proof. If a per¬ 
son who succeeds is not qualified to own a British 
ship, a sale may be prescribed by the Court and 
the proceeds paid to the persons entitled. On the 
application of an interested person the Court may 
prohibit for a time any dealing with a ship or 
share. 

It will be observed from the form of a bilf of 
sale (p. 9) that with the ship is transferred 
“her boats, guns,*ammunition,^small arms, and 
appurtenances”. 

Under certain circumstances a British ship is 
liable to forfeiture, e.g. if the owner is not British, 
or if an illegal use is made of the certificate or flag, 
Certain other offences are noticed hereafter. 


MORTGAGES 


A mortgage of a ship must be in the form p 
scribed by the Act. (See Form 2, p. ll.) 
ordeit to secure priority mortgages must be rej 
terad, and are recorded in order of products 
and entries are also made of the discharge of 1 
mortgage? Mortgages are entitled to priority i 
cording to the dated! record and not of the me 
gafft but ts* between the immediate parties regist 
tiou (a not eompuleory to validate the mortgage 
The morteaceo knot treated as owner. 

t. A-l__ 


JIM, # 


J D 0886 BfiKH] 

learned. A mortgage 

4 ‘,tsnl«teth«ynfi 
> witk aship 


inconsistent with the sufficiency of the mortgagee’s 
security he can take possession, although there is 
no actual default on the mortgagor’s part. Bis 
security is not affected by the bankruptcy of the 
owner. 

A mortgage may be transferred in4he form pre¬ 
scribed by the Act, and the interest of the mort¬ 
gagee may pass on death, or bankruptcy, or by 
other lawful means, when duly authenticated by 
a declaration. . 

; Certificates of Mortgage anti Sale 

It may often happen that a rate or charge upon 
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a ship is effected away from the port of registry. Such a certificate must contain a statement 
A registered owner who desires to deal with the of the particulars required to be entered in the 
ship out of the country in which the port of register book, and an enumeration of any regis- 
registry is may obtain from the registrar a cer- tered mortgages or certificates affecting the ship, 
tificate of mortgage or sale which enables someone Buies are prescribed as to the method in which 
else to act for the owner. The owner must first the certificate of mortgage*may be exercised and 
state to the registrar certain particulars, including as to the effect it will have, Buies are also pre- 
the name of the person by whom the power is to scribed with regard to certificates of sale, vfjiicli 
be exercised, the maximum amount of a mortgage must be of the entire ship. In the case of loss of 
charge or minimum price at which a sale is to be the certificate of mortgage or sale, the registrar, 
made, if fixed, the place where the power is to be with the sanction of the Commissioners of Customs, 
exercised or a declaration that it may be exercised may issue a new certificate or direct entries in the 
anywhere, and the limit of time during which the register book. A certificate may be revoked by 
power is to be in force. the owner giving notice in writing to the registrar. 

NAME AND NATIONALITY 

Name to forfeiture, and in the latter case the master is 

guilty of a misdemeanour. The interest of an 
The ship must always be described by its regis- unqualified person in a British ship is subject to 
tered name. Any change requires the permission forfeiture. 

of the Board of Trade, and must be duly made in The red ensign usually worn by merchant ships 
the register book, the ship’s certificate, and on the is the projier national colour for all ships and 

ship’s bows and stern. Tlie Board of Trade may boats belonging to any British subject, except His 

refuse a name already in use or one calculated to Majesty’s ships or boats or others' allowed by 
deceive. the Admiralty. The carrying of improper colors 

is subject to a fine not exceeding £600. 

National Character and Flag A British ship must hoist, the national colours, 

on a signal from one of His Majesty’s ships, on 
Before a clearance or transire of any ship is entering or leaving any foreign port; and if of 

granted by the Customs, the master must declare 50 tons gross tonnage or upwards, on entering or 

the name of the nation to which she belongs. A leaving any British jiort. In default the master 
ship attempting to proceed tq sea without such is liable to a penalty of £100. This does not apply 
clearance may b£ detained, to fishing boats. 

A.ship unduly assuming the British flag is liable Forfeiture proceedings may be taken by any 
to forfeiture, and a British ship concealing its naval or military officers, officers of Customs, and 
character or assuming a foreign character is liable Consulaf officers. 

MEASUREMENT AND TONNAGE 

Before registration, the tonnage of every ship tices; space used exclusively for the working of 
must be ascertained. the helm, capstan, or anchor gear, or keeping 

Buies are provided by the Act for the measure- charts, signals, Ac.; space occupied by donkey 
ment of a ship and tonnage (secs. 77-87 and engine and boiler if connected with main pumps; 
Schedule II). Allowance is made for engine-room space adapted (other than a double bottom) for 
space, and deductions are mado from the measure- water ballast; and in the case of a sailing ship 

ment of the tonnage in respect of space for the storage space for sails, and for certain special 

accommodation of master, seamen, and appren- cases. 

MARITIME LIEN 

Maritime lien has been recognized by the laws necessaries; there must be an express agreement, 

of most nations. In some cases foreign law gives But a statutory Hen has been given in the case of 

a lien on the ship for debts contracted by the master’s and seamen’s wages, salvage, and damages 
master for necessaries. There is not under British due to collision. (See also Chapters III, V, and 
law an implied lien on the ship for repairs and VIII of this Part.) 
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THE EMPLOYMENT OF THE SHIP 


The owners themselves, although as we have 
seen the majority have a deciding voice, are often 
not engaged actually in employing the ship. That 
may be in the hands of a part owner, managing 
owngr or ship's husband (as he is called), or other 
agent. In the case of a shipping company it is of 


course in the hands of the directors and managers. 

The owners of a general ship are liable as com¬ 
mon carriers (see Part V, Chapter V) to the cargo 
owners, and to strangers for damage caused to 
the ship see Chapter VI, as to passengers see 
Chapter IV of this Part. 


SHIP’S AGENTS 


In connection with shipping special forms of 
agency arise, although in the absence of agree¬ 
ment or established custom the ordinary rules of 
principal and agent apply, as stated in Part III, 
Chapter II. In days gone by a much wider lati¬ 
tude was necessarily allowed to agents for a ship 
than to other classes of agents, in consequence of 
the difficulty of communicating with their prin¬ 
cipals, who might be in another part of the world, 
separated from them by weeks or months. But 
ocean cables have changed all this, and it is prob¬ 
able that thAe are few cases in which a master 
or other shipping agent is called upon to act from 
necessity because he cannot take the immediate 
instructions of his owners. 

The principal classes of agents are the managing 
owner, appointed by and acting for the other 
owners of the ship, or the ship’s husband, the 
broker, and the master. 

Managing Owner 

A managing owner is usually appointed by the 
owners as general agent for the employment of 
the shi^>. The name and address of the managing 
owner of every ship registered at a port iti the 
United Kingdom must be registered at the Custom 
House of that port; or if there is no managing 
owner, then the name of the ship’s husband or 
other person to whom the management is en¬ 
trusted must be registered, and he is under the 
same obligations as a managing owner. The 
penalty for default is £100. 

The duties of a managing owner include the 
arrangements as to the employment, equipment, 
and repair of the ship, and payment of the ship’s 
accounts, the engagement of the crew, and gene¬ 
rally as to navigation, loading and discharge of 
the ship, which latter operations are, of course, 
carried out by those specially responsible. A man¬ 
aging owner should be appointed under written 
terms clearly setting out what his authority is, 
but in the absence of any such authority he can 
pledge his co-owners’ credit for necessary repairs 


where he cannot consult them. He would have 
to show very special circumstances to bind them 
by a loan which he had contracted. Unless he has 
express instructions to the contrary, a managing 
owner has power to enter into a charter with 
its necessary incidents, but he cannot vary or 
cancel a charter which has already been entered 
into. He cannot assign the whole freight to secure 
advances made to him. 

• 

Ship’s Husband 

A ship’s husband is a confidential agent ap¬ 
pointed by the owners with duties similar to those 
of a managing owner. He is usually a part owner. 

Brokers 

• 

Ship brokers are engaged either in the sale of 
ships or in securing freight. They may be spe¬ 
cially engaged to act in connection with a certain 
charter or voyage, or may be the general brokers 
for a ship or shipping line; the terms of engage¬ 
ment in every case being clearly laid down. 
Brokers are generally remunerated by commis¬ 
sion. Brokers employed for loading have the 
duty of collecting the freight, entering and clear¬ 
ing the ship, and dealing with Customs where a 
ship is not chartered. Where the whole of the 
ship’s cargo is not provided for, it is the duty • 
of the brokers to advertise for cargo and arrange 
the terms, issue bills of lading, <kc. 

Insurance Brokers 

Insurance brokers are agents fow negotiating 
the insurance of ships and adjustment of claims. 
They have a lien on the policy for the premium 
and their commission. (See also Chapter IX of 
this Part.) 

The Master 

The master as mariner is considered elsewhere 
(see Chapter III of this Part), but as agent of 
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the shipowners, and in certain cases of the cargo 
owners, he has very important functions. The 
master is appointed by the majority of the owners, 
with due regard to the general interest and re¬ 
quirements. He must give his full time and atten¬ 
tion, and make no profits beyond those agreed—a 
possible exception is that by long usage known 
as primage. This is a small percentage or other 
gratuity payable by the freighter to the master, 
unless the latter has agreed that it shall be pay¬ 
able to the owners. 

The master contracts as agent for the owners, 
but he is also personally liable on his own con¬ 
tract. It is not usual for the master to enter into 
a charter party, but if he is in a foreign port and 
cannot communicate with his owners, an act done 
without any suspicion of fraud would bind the 
owners. His contract, if the assent of the owners 
were given, will be binding when made elsewhere. 
He binds the owners by his contracts for repairs 
and necessaries, having an implied authority to 
pledge their credit for these purposes; but his 
authority to borrow money for Qther purposes of 
the ship is very limited if the owner has an agent 
at the port or near. Generally a master can only 
pledge the owners’ credit when his necessity is 
very great and he has no opportunity of com¬ 
municating with them, and then only for neces¬ 
saries. 

The master has little authority when the ship 
is in port, and he will generally find his instruc¬ 
tions awaiting him on arrival at a port. Before 
arrival he could not enter into an advance agree¬ 
ment by writing nor has he Lny power to vary 
a charter. He can only do things necessary for 
the carrying of it out. He has authority to sign 
bills of lading for goods actually received, prvnva 
fade as agent of the registered owner, and even 
on change of ownership till suspended. He should 
not sign the bill of lading in his own name, for 
that would make him personally liable. (See 
also Chapter VI of this Part.) 

On the voyage a master has duties both as agent 
for the owner of the ship and the owners of the 
cargo, and to a certain extent he has power to 
bind both. Where he is not specially directed to 
the contrary, he sometimes has an agency arising 
from necessity when called upon to act in special 
circumstances and he cannot obtain instructions 
from his owner. He can then do what a prudent 
man would do under the circumstances who was 
acting in good faith. He has no right to deal 
with the cargo otherwise than in accordance with 
the terms of the contract, without making every 
effort to communicate with the owners. His ordi¬ 
nary duty is to take care of the goods and adopt 
every reasonable means for preventing their loss 


or damage, so that they may be delivered in due 
course. But, in the case of perishable goods, if 
they are in danger of loss and cannot be stored, 
or have been damaged so that to carry them to 
their destination would be impossible or useless 
and the only prudent cdurse is to dispose of 
them, he may sell them in whole or part. Extreme 
caution must then be exercised. In the fame 
way, if the vessel is hindered by obstacles which 
cannot be overcome, he may be justified in tran¬ 
shipping tlje goods to another vessel. 

Bottomry and Respondentia 

Under exceptional circumstances, when the 
voyage cannot otherwise be completed and it is 
the only possible course to take, the master may 
raise money on the ship, or if the owner’s credit is 
exhausted he may raise money on the cargo, either 
by sale of part or by a loan on the security of the 
cargo. His duty to the cargo overrides that to 
the ship, and he must only resort to the cargo for 
the purpose of raising money when the shipowner’s 
credit is exhausted. 

A master under necessity, and wlftn he cannot 
communicate with the owners, may borrow on the 
security of the ship by bottomry bond , engaging 
on behalf of the owners for the repayment of 
principal and interest if the ship shall arrive s£fe 
at the port of destination. By a contract of 
respondentia a loan is secured on the cargo which 
is or has been laden. Both of these contracts 
differ from loans made on mere personal security, 
which are repayable in any event. The bond 
need not be in any particular form. It will 
mention the necessity for the loan and contain an 
undertaking to complete the voyage, binding the 
master, his representatives, and goods, afid'the 
ship, tackle, <kc., and freight, to repay the amount 
advanced with the agreed interest within so many 
days after arrival. It will generally provide that 
if the ship does not not arrive the loan and in¬ 
terest shall not be recoverable. 

A respondentia bond (contracted for the benefit 
of the cargo) will charge the cargo in a similar 
way. 

It is necessary that the master, if possible, 
should communicate with his owners, or cargo 
owners, as the case may be, and he must be 
acting under necessity and unable to raise money 
on his personal credit. It is therefore the duty of 
the lender to make enquiry and satisfy himself 
that the advance is sought bona fids and under 
stress of circumstances. In any case the bond 
must be conditional on the m aritime risk; 
is, the money is only payable if the ship or the 
cargo on which it is secured arrives safely. It is 
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the law of the ship’s flag which governs the 
master’s contract. 

Jettison 

Under stress of circuibstances the master has 
also authority to jettison the whole or part of 
1 the c%rgo, in such a case acting as agent for 
the cargo owner, and nnder the necessity of 
the circumstances taking the only prudent course. 
He may choose among the cargo w^at shall 
be sacrificed. If there was no necessity to 
sacrifice the cargo, he would be held to have 
acted as agent for the shipowner, who would be 
liable for his acts and answerable for the loss to 


the cargo owner. (See also Chapter VI of this 
Part) 

It is also the master’s duty to collect the general 
average contribution, or to retain the cargo until 
the amount i8 paid or tendered or secured, and he 
must furnish all cargo owners with accounts and 
particulars necessary for the average adjustment 
(See also Chapter IX of this Part.) 

Substituted Master 

A substituted master, if properly appointed to 
act in default of the master, may do what a master 
would be justified in doing under the circum¬ 
stances. 


FORMS 

Form i : Bill of Sale 


Official Number. 

Name of Ship. 

Number^ Date, and Port of Registry. 





Number, Bate, and Port of previous Registry (if any). 


Whether British or 
Foreign built. 

Whether a Sailing or 8team 
Ship; and If a 

Steam Ship, how propelled. 

Where built 

When built. 

Name and Address of Builders. 

% 






No. qf Decks 

No. of leasts 
Rigged ... 
Stem 

Build 

Galleries ... 

Head . 

Framework and 
description of 

vessel. 

No. of Bulkheads 

No. of Water-bal¬ 
last Tanks and 
their capacity 
in tons 

Length from forepart of Stem, under the bowsprit, to the 

aft side of the Head of the Stern-post. 

LengSh at quarter of depth from top of weather deck at 

aide amidships to bottom of keel . 

Mainbreadth to outside of Plank . 

Depth in Hold from Tonnage Deck to Ceiling at Midships 
Depth in Hold from Upper Deck to Ceiling at Midships 

in the case of three Decks and upwards . 

Depth from top of Beam amidships to top of Keel 

Depth from top of Deck at side amidships to bottom of 

Keel. 

Round of Beam ... . 

Length of Engine Room, if any . 

Feet. 

Tenths. 


PARTICULARS OP DISPLACEMENT 


Total to quarter the depth from weather deck at side 
amidships to bottom of keel ... ..tons. 


Ditto per inch immersion at same depth 


... tons. 
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PARTICULARS OF ENGINES (if ant) 


No. of 
Engine*. 

Description. 

Whether British 
or 

Foreign made. 

When 

made. 

Name and 
Address 
of Makers. 

No. of and 
Diameter of 
Cylinders. 

Length 

Stroke. 

N. H. P., 

I. H. P., 
Speed of Ship. 


Engines. 


Engines. 

Engines. 





Boilers. 

Number . 

Iron or Steel 

Pressure when loaded 


Boilers. 

Boilers. 





PARTICULARS OF TONNAGE 


Gross Tonnage. 

No. of 
Tons 

Deductions Allowed. 

No. of 
Tons. 

Under Tonnage Deck . 

Closed-in Spaces above the Tonnage Deck, if any: 

Space or Spaces between Deck. 

Poop . t . 

Forecastle . 

Roundhouse . 

Other Closed-in Spaces, Spaces for Machinery, 
Light and Air, if any . 


On account of Space required for Propelling 

Power. 

On account of Spaces occupied by Seamen or 
Apprentices, and appropriated to their use, 
and certified under the regulations scheduled 
to this Act. These Spaces are th^ follow¬ 
ing, viz.:— 

On account of space used exclusively for accom¬ 
modation of master, for the working of the 
helm, the capBtan, and the anchor gear, or for 
keeping the charts, signals, and other instru¬ 
ments of navigation, and boatswain’s stores, 
and for space occupied by donkey engine and 
boiler, and in case of sailing ships for space 
used for storage of sails . 




Cubic Metres. 



Gtobs Tonnage t . 

Seductions as per Contra 




■ 

Registered Tonnage . 



Total Deductions ... 

■ 


.^. in consideration 

of the sum of. >aid to ).by. 

the receipt whereof is hereby acknowledged, transfer.shares in the ship above 

particularly described, and in her boats, guns, ammunition, small arms, and appurtenances, 

to the said. 

Further J.the said.f or §... 

.heirs covenant with the said. . 

an d II.assigns, that IT.have power to transfer in manner aforesaid the 

premises hereinbefore expressed to be transferred, and that the same are free from incum¬ 
brances **... . 

In witness whereof. ha.hereunto subscribed.name. 

and affixed «■,.seal this.day of.One thousand nine 

hundred and. 


Executed by the above-named 
in the presence of. 


} 




*"I" or“we." 

t "Me"or“us." 

i “I”or “we." 

I “Myself and my" or 
“ourselves and our 

II “His," “her," or 
“their." 

If "I” or “we." 

** If there be any sub¬ 
sisting Mortgage, or out¬ 
standing Certificate of 
Mortgage, add “save as 
“ appears by the Brglstry 
“of the said Ship". 

Not*.-A Purchaser of 
a Registered British Vessel 
does not obtain a complete 
title until the Bill of Sale 
has been recorded at the 
Port of Registry of the 
Ship; and neglect of this 
precaution may entail 
serious consequences. 
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« Form s: Mortgage of Ship 

[Insert description of ship and particulars as in Bill of Safe] 


TO SECURE PRINCIPAL SUM AND INTEREST 


.the undersigned.in consideration 

of.this day lent to {&).by.. 

do hereby for («).and ( d ).heirs, covenant with the said. 

.firstly That (*).o*( d ).heirs, executors, or administrators, 

will pay to the said.the said sum of. 

together with interest thereon at the rate of.per cent per annum on the. 

day of ( f ).next; and secondly, that if the said principal sum is not paid on 

the said day (*).or ( d ).heirs, executors, or administrators, will, during 

such time as the same or any part thereof remains unpaid, pay to the said. 

...interest on the whole or such part thereof as may for the time 

being remain unpaid, at the rate of .per cent per annum, by equal half-yearly 

payments on the.day of.and.day of. 

in every year; and for better securing to the said.the repayment 

in manner aforesaid of the said principal sum and interest (“). hereby mortgage to 

the said.shares, of which ( e ) ...the Owner 

.in the Ship above particularly described, and in her boats, guns, 

ammunition, small arms, and appurtenances. Lastly, (*).for ( c ).and ( d ). 

heirs, covenant wjfh the said.and.assigns that 

(»).ha.power to mortgage in manner aforesaid the above-mentioned shares, 

and tljat the same are free from incumbrances {»). 

In witness whereof (»).ha.hereto subscribed ( <l ).name. 

and affixed ( d ).seal.this.day of.One thousand 

nine Hundred and. 


Executed by the above-named 
in the presence of. 


} 


8 


“I" or “we" 
"Me "or “us" 


(') “Myself ’’ or “our¬ 
selves." 


“My" or “ 
"Iam"or 


our.” 

“ we are 


*» 


(■) Insert the day fixed 
for payment of principal 
as above. 


(«) If any prior incum¬ 
brance add, “sate as ap- 
“ pears by the Registry of 
“ the said Slop 

NOTH.—The prompt re¬ 
gistration of a Mortgage 
I)eed at the Port of Regis¬ 
try of the Ship is essential 
to the security of the Mort¬ 
gagee, as a Mortgage takes 
its priority from the date 
of production for registry, 
not from the date of the in¬ 
strument 




















































CHAPTER III 


MASTER AND SEAMEN 


Master and Officers—Seamen—The Official Log—Administrative Bodies—The Merchant Service as a Career 

MASTER AND OFFICERS 


The master as agent of the owners has already 
been considered. It now becomes necessary to 
consider his qualifications as master mariner, his 
command and navigation of the ship, and control 
of the crew arid all those on board. It is obvious 
that special qualifications, apart from the certifi¬ 
cate which the law demands, are needed from 
one in a position, not only of great trust, but 
demanding powers of application throughout the 
jvhole engagement and of the utmost resolution 
and courage in the event of emergency. These 
qualifications are required in only a slightly less 
degree in all the other officers of the ship, from 
the first mate downwards. The appointment of 
the master, as we have seen, is with the majority 
of the owners. On a sudden vacancy the first 
mate succeeds for the time. 

The duties of the master to his owners are first 
and always to secure the safety of the ship, to 
avoid injury and to undertake repairs when neces¬ 
sary, and repel all attacks upon her from within 
or without. He must take a pilot on board when 
required (see Chapter V of this Part), and he 
must observe other requirements of the law, as, 
for example, the keeping of the log (see p. 17). 

The master’s authority on board extends over 
the crew and passengers. Ho may be dismissed 
by the Conors under his agreement or for vio¬ 
lation of it. A master may also be removed, or 
his competency enquired into by the Court, and 
his certificate may be suspended or cancelled by 
the Board of Trade, or by a Wreck Commissioner 
after a casualty. (See Chapter V of this Part.) 

A master for his wages and disbursements has 
his claim against the owners and also a lien on 
the ship. His claim for wages comes after that 


of the seamen and before any other claims, unless 
he has made himself personally liable. 

The Merchant Shipping Act describes the stan¬ 
dard of qualification as follows• 

Every British foreign - going ship, and every 
British home-trade passenger ship, when gdrog to 
sea from any place in the United Kingdom, and 
every foreign steamship carrying passenger! be¬ 
tween places in the United Kingdom, must be 
provided with duly certificated officers. In any 
case there must be a duly certificated master, and, 
if the ship is of 100 tons or upwards, at least one 
additional officer holding a certificate not lower 
than that of mate in the case of a home-trade pas¬ 
senger ship, second mate in the case of a foreign-, 
going,sailing ship of not more than 200 tons, or 
only mate in the case of any other foreigil-going 
ship. If the ship is a foreign-going ship and 
carries more than one mate, there must be at 
least a first and second mate duly certificated; 
and if the ship is a foreign-going steamship of 
100 nominal h.p. or upwards, at least two engineers, 
one first class and the other first or second class, 
duly certificated. Such a ship of less than 100 
nominal h.p., or a sea-going home-trade passenger 
steamship, must have at least one first- or second- 
class engineer duly certificated. It is in practice 
quite common for mates to hold masters’certificates. 

If any person having been engaged as officer 
goes to sea without being duly certificated, or 
employs an uncertificated person as officer, he is 
liable to a penalty of £50. 

“Foreign-going ship” includes every ship em¬ 
ployed in trading or going between some place or 
places in the United Kingdom and places beyond 
the limits, that is, the coasts of the United King- 
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dom, the Channel Islands, and Isle of Man, and 
the continent of Europe between the River Elbe 
and Brest inclusive. 

“Home-trade ship” includes every ship em¬ 
ployed in trading or goiyg within the limits of 
the United Kingdom, the Channel Islands, and 
Tale of Man, and the continent of Europe between 
the Riuer Elbe and Brest inclusive. 

Training and Certificates 

Certificates of competency are granted in the 
following grades:— 

Master of a foreign-going ship; first mate of a 
foreign-going ship; second mate of a foreign-going 
ship; only mate of a foreign-going ship; master of 
a home-trade passenger ship; mate of a home- 
trade passenger ship; first-class engineer; second- 
class engineer. 

An extra-master’s certificate is the highest. 
The certificate for a foreign-going passenger ship 


is of higher grade than the certificate for a home- 
trade ship, and entitles the holder to go to sea 
in the corresponding capacity in the home-trade 
ship, but the converse does not hold. For the 
purpose of granting certificates examinations are 
usually held by the local Marine Boards at their 
respective ports, under rules made by the Board 
of Trade. For granting certificates to engineers, 
however, the examinations are held as the Board 
of Trade directs. Certain naval officers are en¬ 
titled to certificates without examination. 

Certificates are in duplicate, one part being de¬ 
livered to the person entitled and the other pre¬ 
served by the Registrar-General or other person 
appointed. 

Provisions are made for the granting of certifi¬ 
cates in the Colonies. Certificates of competency 
must be produced to the authorities. Forgery of, 
and false representation as to, and fraudulent use 
of certificates are misdemeanours. (See further 
as to Training and Certificates, pp. 18, sqq.). 


SEAMEN 


Apprenticeship 

Special provisions are contained in the Act re¬ 
lating to apprenticeship of boys to the sea service, 
and of pauper boys by Boards of Guardians and 
others. The indenture of apprenticeship must be 
executed in duplicate, is exempt from stamp duty, 
and must be recorded by the Registrar-General. 
The master of a foreign-going ship must produce 
the apprentice to the superintendent before whom 
*the crew are engaged before sailing from the 
Unitec} Kingdom. • 

Licences to Supply Seamen 

In order to secure that fair treatment shall 
always be given to merchant seamen it has been 
provided that their engagement shall take place 
before a public official, and that persons who act as 
agents for the procuring of crews shall be licensed. 

Licences may be granted to such persons by the 
Board of Trade to engage or supply seamen or 
apprentices for merchant ships in the United 
Kingdom. Penalties are imposed for acting with¬ 
out a licence. No remuneration other than the 
authorized fees can be demanded or received by 
the person from the seamen or apprentices for 
finding employment 

Engagement of Seamen 

The master of every slap* exoept those of less 


than 80 tons registered tonnage, exclusively em¬ 
ployed in trading between different ports of the 
United Kingdom, must enter into an agreement 
with every member of the crew, as required by 
the Act. There is also an implied term in the 
agreement or “ship’s articles” that all reasonably 
means have been taken to ensure the seaworthi¬ 
ness of the ship for the voyage. This cannot 
be affected by any Agreement to • the contrary. 
Carrying any seaman to sea without an agree¬ 
ment subjects the master of a foreign-going ship, 
and the master or owner of a home-trade ship, 
to a fine of £5. The agreement must be in the 
form approved by the Board of Trade, and must 
be dated at the time of the first signature, and 
first signed by the master and then by the sea¬ 
man. It must contain particulars of the nature 
and probable duration of the voyage or engage¬ 
ment, or the maximum period of the voyage or 
engagement, and the places to which it extends; 
number and description of the crew, specifying 
how many are engaged as sailors; time at which 
each seaman is to be on board or begin work, and 
the capacity in which he is to serve; wage* of each 
seaman; scale of provisions; regulations as to con¬ 
duct on board; fines, <fcc., as approved by the 
Board of Trade. The agreement must be framed 
so as to admit of stipulations respecting the ad¬ 
vance and allotment of wages. 

The agreement with the crew made in the 
United Kingdom, in the case of foreign-going 
ships, must be signed by each seaman in the 
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presence of, and attested by, a superintendent of 
a Mercantile Marine Office, after it has been, read 
and explained. One part of the duplicate agree¬ 
ment must be retained by the superintendent and 
the other delivered to the master. There may 
be agreements for the voyage and running agree¬ 
ments. A seaman must not be engaged in the 
British Isles, or any port between the Elbe and 
Brest, who does not know sufficient English to 
understand the necessary orders. Provision is 
also made for the engagement of substitutes, and 
for the endorsement of running agreements on 
return to port. 

As regards homc-trado ships, the agreement 
may be made either for service in a particular 
ship or in two or more ships belonging to the same 
owner, the names of the ships and the nature of 
the service being specified. If the crew are not 
engaged before a superintendent the master, or 
the owner in the case of service in two or more 
ships, before the ship puts to sea or as soon 
after as possible, must cause the agreement to 
be read and explained to each seaman before he 
signs. There is a restriction as to the time of 
service in the case of ships of more than 80 tons 
burden. * 

Changes in the crew of foreign-going ships must 
be notified to the nearest superintendent by the 
master. 

After the due execution of the agreements for 
the crew a certificate is granted to the master 
lay the superintendent, and he must produce it 
to the officer of Customs before proceeding to 

sea. f , *■ 

As a definite statement of the intended voyage 

must be given in the agreement, deviation from 
the course laid down, unless within a qualified 
alternative, will relieve the seamen from their 
agreement, and so when the agreed time is ex¬ 
ceeded. In a similar way, if the number of hands 
is reduced to an unreasonable crew, the agreement 
is invalidated. 

The master of a foreign-going ship must within 
forty-eight hours after arrival at a final port of 
destination in the United Kingdom, or upon the 
discharge of the crew, deliver his agreement with 
the crew to the superintendent and obtain a cer¬ 
tificate of that delivery; otherwise the Customs 
will not*£lcar the ship inwards. Failure to de¬ 
liver the agreement without a reasonable cause is 
an offence. 

The master or owner of a home-trade ship of 
more than 80 tons burden must within twenty- 
* one days after 30 June and 31 December deliver 
to the superintendent every agreement with the 
crew made within the six months preceding, and 
obtain a certificate. The ship will be detained 


unless the certificate is produced, and non-com¬ 
pliance without a reasonablS cause is an offence. 

A copy of every agreement must be accessible to 
the crew. Punishments are provided for forgery 
and falsification. Alterations when made must 
be witnessed. Seamen are not bound in any 
proceedings to produce the original agreement. 

Seamen abroad are engaged before arBritisn 
Consular officer or superintendent or officer of 
Customs. 

Special provisions apply to agreements with 
lascars, and stipulate for their return to the East 

Rating and Discharge of Seamen 

A seaman is not entitled to the rating of A.B. 
unless he has served at sea for three years before 
the mast, but the employment of fishermen in 
registered decked fishing vessels only counts as 
sea service up to the period of two years of that 
employment. The rating of A.B. is only granted 
after at least one year’s sea service in a trading 
vessel, in addition to two or more years’ service 
on such fishing vessels. Service is proved by cer¬ 
tificates of discharge or of servift issued by the 
Registrar-General or in other satisfactory .ways. 
(See also page 21.) 

A seaman serving in a British foreign-going 
ship, discharged in the United Kingdom on the 
termination of his engagement, must be discharged 
in the presence of a superintendent A certifi¬ 
cate of discharge must be given to the seaman by 
the master, specifying length of service, and the 
master must return his certificate of competency 
to every certificated officer. The master must 
make and sign a report of the character, conduct,, 
and qualifications of the seaman discharged before 
a superintendent, or make a statement that he 
deftlincs to give any opinion. Making a false re¬ 
port or forged certificate is a misdemeanour. 

Payment of Wages 

When a seaman is discharged before a super¬ 
intendent in the United Kingdom, he must gene¬ 
rally receive his wages through or in the presence 
of the superintendent. The master must deliver 
a wages account. Deductions are only allowed 
which have been duly entered in a book during 
the voyage. In the case of a foreign-going ship, 
except where seamen have agreed to be wholly 
compensated by share of profits, provisions are 
made as to the time of payments on account and 
final settlements; and other provisions in the case 
of hone-trade ships; and for the settlement of 
disputes by a superintendent where the amount 
docs not exceed £5, or otherwise by agreement. 
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Advance and Allotment of Wages 

Stipulations may be made in the required agree¬ 
ment for the advance of wages, Mid for the allot¬ 
ment of a seaman’s wages, in accordance with 

regulations. 

Stipulations as to the allotment of any part of 
«i seaipan’s wages during his absence for the benefit 
of relatives or to be paid into savings banks must 
be inserted in the agreement. Allotment notes 
must be in the approved form. 

Facilities are given for remitting seameifs wages 
by money order issued by superintendents, and 
seamen’s savings banks may be maintained by the 
Board of Trade. 

Right to Wages 

A seaman’s right to wages and provisions begins 
when he commences work, or at the time speci¬ 
fied in the agreement for the commencement or 
his presence on board. Wages accrue monthly. 
A seaman has a lien on the ship for earnings. 
He cannot forfeit it or abandon his right to sal¬ 
vage} by agreement. The right to wages does not 
depend on earning a freight; but a seaman who 
does not, in case of wreck or loss of the ship, exert 
himself to the utmost loses his claim to wages. 

Where service abruptly terminates through 
wreck or loss of the ship or a seaman being left 
on shore for unfitness or inability, he is entitled 
to wages to the time of such termination. When 
on a voyage to New York the ship had to put 
back for repairs in consequence of a collision just 
after leaving Southampton and the certificate was 
suspended for two months this was held to be 
* “a wreck”. Seamen were only entitled to jvages 
to the'time they were discharged on the vessel 
going back to Southampton {The Olyrapic (1918)). 

Wages do not accrue during refusal to work or 
imprisonment, and are forfeited by desertion, 
quitting the ship before time, or misconduct, or if 
illness is caused by the seaman’s own default; and 
a seaman’s wages may be forfeited to meet a fine 
incurred by the ship through his desertion. For¬ 
feiture of wages may, however, be waived by a 
master taking the seaman on again. 

A seaman improperly discharged is entitled to 
compensation. 

Wages due or accruing due to a seaman or 
apprentice are not subject to attachment or 
arrestment from any Court or to assignment or 
sale. 

A seaman or apprentice, or a person on his be¬ 
half duly authorized by him, may sue for wages 
not exceeding £50 in a Court of Su mma ry Juris¬ 
diction. Proceedings must not be instituted in 


any ^jiperior Court, unless the owner of the ship 
is bankrupt or the ship is under arrest or sold 
by the authority of the Court, or a Court of Sum¬ 
mary Jurisdiction refers the claim, or where 
neither owner nor master resides within twenty 
miles of the place where the seaman or apprentice 
is discharged. 

Where the engagement is to terminate in the 
United Kingdom, a seaman cannot sue in any 
Court abroad, unless he is discharged with the 
required sanction or consent of the master, or 
proves ill-usage such as to warrant reasonable 
apprehension of danger to his life on board. In 
such cases of misconduct or default of the master 
or owner, the seaman may recover compensation 
in addition to wages. 

The Court has power in any dispute between 
owner or master and seaman or apprentice to 
rescind the contract on terms. 

Property of Seamen 

The property of seaman or apprentice who has 
died on the voyage is to be taken charge of by the 
master and the particulars duly entered in the log 
book. His effects may be sold by auction at the 
mast or otherwise. 

The master must report the death at the nearest 
port to the British Consular officer or officer of 
Customs, giving such account as is required of the 
seaman’s property. Property of a deceased sea¬ 
man left abroad but not on board the ship if 
taken in charge by the chief officer of Customs 
for a British possession, or British (^onsular officer 
at any other place. These officials have similar 
powers of disposition. 

The Act also provides for the recovery of wages 
or property of seamen lost with their ship or 
dying at home, and for disposal by the Board 
of Trade, subject to any valid will made by the 
seaman. A seaman actually at sea may dispose 
of his personal property by word of mouth; but 
as to money or effects in the hands of the Board 
of Trade, a written instrument made in the pre¬ 
sence of and witnessed by the master or first or 
only mate, if on board, or by two official witnesses 
if on land, is required. (As to Wills, see Part III, 
Chapter XIII.) 

Creditors cannot claim payment of ti^jr debts 
out of a deceased seaman’s property if they accrued 
more than three years before the death or if demand 
is not made within two years after death. The 
Board of Trade may, after six years, if no claim is 
madn to any deceased seaman’s property, devote it 
to the Exchequer. 

Poor-law relief of seamen’s families may be 
charged on a certain proportion of their wages. 
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Destitute Seamen 

Penalties are incurred if masters of ships leave 
Asiatic or African seamen in distress in the United 
Kingdom, and provisions are made for the relief 
of destitute lascars, and generally governing the 
discharge of seamen in foreign countries and their 
repatriation. Penalties are imposed for forcing 
seamen on shore or leaving them behind. 

Distressed Seamen 

The Merchant Shipping Act, 1906, contains pro¬ 
visions for dealing with the wages and effects of 
seamen of a British ship left behind out of the 
British Islands. International agreements are in 
force with certain foreign countries for mutual 
assistance to distressed seamen. The master must 
not discharge a seaman at any place out of the 
United Kingdom, except at a port in the country 
where he was shipped, without the sanction of the 
proper authority, and seamen must be repatriated 
on termination of their servic^at a foreign port. 

In certain cases masters can be compelled to 
take home distressed seamen, and expenses of relief 
may be recovered from the ship; otherwise the ex¬ 
penses are paid out of public moneys. 

Compensation for Accidents 

The Workmen’s Compensation Act, 1906, ex¬ 
pended the rights of “workmen” to seamen, in¬ 
cluding masters and apprentices injured in the sea 
service and seg, fishing servitfc, and pilots. 

Seamen must be workmen within the Act- - 
that is, persons employed in earning not more 
than £250 a year or working manually, Ac. (See 
generally Part III, Chapter X.) They must be¬ 
long to the crew of a ship registered in the United 
Kingdom, or one owned or managed in the United 
Kingdom, and not to the crew of a profit-sharing 
fishing vessel. The Act has special provisions for 
■the service of notices, making of claims and pay¬ 
ments, and amount of compensation. Otherwise, 
the conditions as to compensation for injuries or 
death are the same as in the case of other work¬ 
men. Death must be proved to have been due to 
accident. 

Health Insurance 

The National Insurance Act, 1911, contains 
special provisions as to masters, seamen, and ap¬ 
prentices to the sea service and sea fishing service. 
As the Merchant Shipping Acts provide that sea¬ 
men engaged in the foreign trade (not the home 
trade and coasting trade) must when ill be main¬ 
tained and medically treated and paid full wages 


by the owner, seamen do not require, when on 
active service, the medical; sickness, or disable¬ 
ment benefits which are general under the Act. 
The employed and employers’ contributions are 
each reduced by Id, a week, and every four weekly 
contributions paid in *any calendar year count 
as five. Seamen are entitled to the maternity 
benefit and sanatorium benefit at all tiiqps, andF 
while at home to the medical, sickness, and dis¬ 
ablement benefits. In addition, they are entitled 
to Long Service pensions. It is the duty of 
the Board of Trade to form under the Act the 
Seamen’s National Insurance Society, which was 
designed to cover the special interests of masters 
and seamen, but not to the exclusion of other 
Societies. In the home and coasting trade the 
ordinary provisions of the Act apply. 

Foreign seamen are not insured, but in order 
that there shall be no preference, employers’ con¬ 
tributions are payable in respect of them, and 
enure to the benefit of British Seamen. 

Volunteering for Royal Navy 

Seamen may leave the ship to volunteer for the 
Royal Navy, a stipulation in an agreement that 
they shall not do so being void and an offence. 

Provisions, Health, and Accommo¬ 
dation 

The Act enables a crew to make a complaint as 
to the supply of provisions and water to officers 
of H.M. ships, Consular officers, superintendents, 
and others. Compensation to seamen may be 
ordered in the case of short or bad provisions. # , 

Thq Merchant Shipping Act, 1906(First Schedule), 
provides a statutory scale of provisions* which is 
implied in agreements with the crew, and which 
may be varied by Order in Council. The master 
may be fined for failure. An inspector may in¬ 
spect any provisions or water intended for the 
crow of any British ship, and detain the ship if he 
finds a deficiency. Where possible, inspection must 
take place before the provisions or waterare shipped. 
Penalties may be imposed upon the master. 

Every British foreign-going ship of 1000 tons 
and upwards gross tonnage must be provided 
with a duly certificated cook. 

The Board of Trade regulations as to medicines, 
medical stores, anti-scorbutics, &c., must be ob¬ 
served. The medical inspector of the port inspects 
to see if the required medicines are provided. 

The medical inspection of seamen is provided 
for. The provisions, and water for the crew of 
ships trading from the United Kingdom through 
the Suez Canal or round the Cape of Good Hope 
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or Cape Horn are inspected according to regula¬ 
tions. • 

The expense of medical attendance of seamen, 
not due to the seaman’s own fault, is to be borne 
by the owner. Every foreign-going ship with one 
hundred persons or more *n board must carry a 
duly qualified medical practitioner. 

Accommodation for Seamen 

The accommodation for seamen in a British ship 
must be not less than 120 cubic feet, 15 superficial 
feet, and otherwise in accordance with the regula¬ 
tions. 

A master must give facilities to a seaman who 
has expressed his wish to make a complaint to the 
authorities either at once or on arrival in port. 

Protection of Seamen 

In addition to the protection of their wages and 
property, seamen arc protected from imposition 
from the fact that an assignment or sale prior to 
its accrual of salvage payable to them is invalid. 
No debt above fije shillings is recoverable till the 
conclusion of service. Other provisions protect 


them and their property from fraud or duress, 
or ovdtcharges by lodging-house keepers. 

Discipline 

The ordinary rules for good conduct on board 
ship must be observed by seamen, and punish¬ 
ment for their breach may be awarded. In the 
case of the more serious offences provisions are 
contained in the Act. Master, seamen, or appren¬ 
tices for misconduct endangering life or the ship, 
for desertion or absence without leave, and for 
other offences against discipline, damaging ships, 
embezzling stores, or smuggling, are punishable. 
Penalties are also imposed on stowaways or de¬ 
serters from other ships. 

Fraudulent or criminal acts of the master or 
crew against the owners are punishable by the 
criminal law. 

Barratry is a breach of duty with criminal or 
fraudulent intent endangering the ship, as by 
running ashore or engaging in smuggling without 
the knowledge of the owners. 

Wilful destructiorf or damage to the ship or any 
part, and failure to resist enemies, are other uu- 
usual offences. 


THE OFFICIAL LOG 


An official log must be kept in every ship, ex¬ 
cept in ships exclusively trading between ports on 
the Scottish coast, in the form approved by the 
Board of Trade. Every entry must be signed by 
the master and by the mate or some other of the 
% crew, in the case of illness by the surgeon, and in 
the case of wages by the seaman or officer autho¬ 
rized. Entries must be made in the log book of 
every conviction of a member of the crew, with tjie 
punishment inflicted, and of every offence which 
it is intended to prosecute or which is punished 
on board. There must also be entered a state¬ 
ment of the conduct, character, and qualification 
of each of the crew, or of any illness or injury 
happening to the crew, or any marriage taking 


place on board; the name of every member or ap¬ 
prentice who ceases to Ire a member of the crew.* 
Various other entries must be made with regard 
to wages and property, as well as an entry as to 
every collision, and any other mattefs directed to 
be entered. A fine is imposed for failure to keep 
the log book, or for destroying or mutilating or 
rendering illegible any entry. Log books must 
Ire delivered to the superintendent of Mercantile 
Marine within forty-eight hours of a foreign-going 
ship’s arrival at her final port of destination in 
the United Kingdom, and in the case of a transfer 
of a ship or her loss must be sent home. Log 
books of home-trade ships must be transmitted 
half-yearly. 


ADMINISTRATIVE BODIES 


Local Marine Boards 

These Boards, for carrying the Act into effect 
under the superintendence of the Board of 
Trade, are set up at various ports and other 
places in the United Kingdom, and must report 
and make returns to the Board of Trade as 
required. 

▼oi. VIL 


Mercantile Marine Offices* 

A Mercantile Marine Office, with the necessary 
staff, is maintained at every port in the United 
Kingdom where there is a local Marine Board, or 
may be established otherwise as the Board of 
Trade directs. Superintendents of Mercantile 
Marine Offices, as we have seen, must afford 
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facilities for engaging seamen by keeping regis¬ 
ters, must superintend and facilitate their engage¬ 
ment and discharge, facilitate apprenticeships, and 
perform other duties relating to seamen, without 
taking any remuneration. 

General Register and Record Office 
of Seamen 

The General Register and Record Office of Sea¬ 
men is maintained in London at Tower Hill, E., 
by the Board of Trade, under the control of the 
Registrar-General of Shipping and Seamen and 
his staff, who keep the register of all persons who 
serve in ships subject to the Act. The informa¬ 


tion must be forwarded by the masters of foreign- 
going ships and home-trade ships as required. 
Returns of births and deaths in British ships and 
of transfers or losses must be made by masters, and 
are forwarded to the Registrar-General of Births 
and Deaths. 

Voluntary Societies 

It is well known that a number of voluntary 
and philanthropic societies for the benefit of 
merchSnt seamen exist, and that sailors’ insti¬ 
tutes, clubs, homes, and rests are maintained in 
most ports. Local authorities in ports may grant 
sites for sailors’ homes. 


THE MERCHANT SERVICE AS A CAREER 


Whatever may have been the case in the past 
there is no denying that the opportunities of 
obtaining a competence in the executive branch 
afloat are not very great no>y. The conditions of 
employment afloat have altered so much within 
the last quarter of a century, that it cannot be 
said that the merchant, service affords many op¬ 
portunities for a satisfactory and well-paid career, 
though what constitutes this is a matter of com¬ 
parison and opinion. The introduction of the 
electric telegraph, and the very general adoption 
of the steamship for commercial purposes, have 
c tended to cut. down the emoluments of captains, 
officers, and men. Before it was possible to ob¬ 
tain communication between almost any two ports 
by means of ^he telegraph, much had to be left to 
the discretion of the ship’s captain, who was not 
only the chief navigating officer but also the 
owner’s agent, and on his business ability and 
the arrangements he was able to make depended 
very largely the success of the voyage. In the 
days when those conditions prevailed, freights were 
much higher than they are now, and a ship often 
paid for herself in two or three voyages. Com¬ 
petition, though keen in respect to the number 
of vessels, was confined to vessels of moderate 
dimensions, mostly sailing ships of le3s than a 
thousand tons net register, but it had not then 
led to the extraordinarily poor freights which 
have grevailed on most trade routes in recent 
years. At one time the practice existed of per¬ 
mitting a certain amount of space to be utilized 
by the master, mates, and crew for trading on 
their own account, and the lowness of wages to 
the lower grades was compensated for by the gain 
resulting from this personal trading. This custom, 
thanks to time-tables for sailings, large steamships, 
keen competition, and the steady growth of the 


competition of foreign shipping, has long since 
died out. Now, the whole management of the 
adventure—to use the old term—is done at the 
offices ashore, and the ship, as a carrier of goods, 
has to keep to the time-table, while captain, 
officers, engineers, and crew are paid salaries 
which are calculated to the day. 

As to the advisability of adopting seafaring as 
an occupation, much depends upon temperament, 
which indeed probably plays a more important 
part in this connection than in the case of most 
other professions. Unless a man has the seafaring 
instinct, the call of the sea, in him, he will never 
make a really successful sailor either as navigator 
or seaman, though he may by dint of perseverance 
attain to the command of a steamer or sailing 
ship. Without the necessary temperament he wil^, 
protjpbly consider a life at sea to be little else than 
ill-paid drudgery, but other circumstaneerf have to 
b» considered in deciding whether a satisfactory 
career is possible for the man who goes to sea. 
The great drawback is the precariousness of the 
employment. 

Training 

Although this is the age of steamships, four 
years’ training in a sailing ship is considered 
necessary for those who intend to become officers. 
Any youth who thinks of going to sea should 
make his first voyage as an apprentice in a long- 
voyage sailing ship; he will either be disillusioned 
as to the romance of seafaring, or confirmed in his 
choice. To be a sailor, one must have more than 
the average physical robustness, and be possessed 
of a cheerful indifference to all kinds of incon¬ 
venience. The training is hard, expensive, and 
difficult for a landsman to understand, and it 
cannot be judged except by those who have 
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gone through it; but it must be admitted that 
when the circumstances of the training are taken 
into consideration, the acquisition of the knowledge 
necessary for the attainment of certificated rank 
is not beyond the mental capabilities of any youth 
of ordinary intelligence and average perseverance, 
hi the matter of training and examinations all fare 
alike theory, whether rich or poor; but in the 
actual sea training itself the possession of means, 
arul subsequently of influence, will enable the in¬ 
tending officer to secure advantages which*cannot 
fall to the lot of those who are less favourably 
situated. Mr. T. H. Devitt, of Messrs. Devitt <fe 
Moore, owners of the sea-going sailing ships Port 
.Inchon and Medway, each of which takes a large 
number of cadets, stated in a recent interview 
that a point which is especially insisted upon is 
that the training of a marine officer should be 
an active sailing - ship training. Even if a boy 
is “going into steam”, a previous sailing-ship 
toundation and instruction are invaluable to him. 
Having learned to depend upon weather and the 
manipulation of his own sails, ho has acquired a 
resourcefulness and an instinctive command of 
the element on which he is manoeuvring. There 
is no difficulty in finding suitable boys’ ships when 
they have gained their second mate’s certificates. 
The gjeat shipping lines see that it pays them to 
keep close to a standard source of officers, so to 
speak, and a short time ago some of the larger 
lines agreed to give the boys trained on this firm’s 
ships a kind of option in their steamships. The 
difficulty that was created by some firms only con¬ 
senting to extend this so-called option to those 
who should become possessed of masters’ cer¬ 
tificates was overcome by other firms agreeing to 
take boys after their training on these staling 
ships, without prejudice to the boys’ future career 
upon the big lines when fully qualified. That* a 
great number who try seafaring do not like it 
sufficiently well to make it their calling, even 
after experiencing the favoured conditions of 
these ships, is shown by the fact that only about 
31 per cent of them become second mates. 

Conditions 

No youth wishing to go to sea to become a 
navigating officer can obtain a certificate of com¬ 
petency under any circumstances until he has 
passed the sight and colour test as laid down by 
the Board of Trade. The seagoing cadet ships 
and the better-class stationary training ships which 
cater for boys intending to become officers will not 
receive any youth who cannot pass this test as a 
preliminary. Any boy wishing to go to sea to be¬ 
come a navigating officer should pass the sight 


test attone of the local Marine Board offices before 
he signs his indentures as an apprentice. Some 
owners unfortunately do not insist upon this 
being done. If a boy is colour blind, or his sight 
is defective in other ways, he will not be allowed 
to enter for his second mate’s certificate at the 
expiration of his four years’ Bea training, and it is 
better he should find this out at once than after 
spending four years at sea in preparing for an 
occupation in which he cannot possibly succeed. 
Failure means that he will never rise higher than 
the grade of a deck hand or A.B. if he persist in 
going to sea. The other branches of seafaring 
open to him are those of the marine engineer, the 
steward, and the cook. The superior training 
ships are restricted to those who can pay their 
fees, and their pupils naturally are, as a rule, of 
better social standing than those boys who are 
apprenticed in the ordinary way. Having passed 
the sight test and his examinations, if a youth is of 
good social manners and an agreeable personality, 
and has influential friends, he may find the way 
of promotion rendered comparatively easy, other 
things being taken into account, for all such ad¬ 
vantages will be useless if he is nqt thoroughly 
comjKitent in the discharge of his duties. The 
most influential friends cannot keep the duffer 
in command of a ship when once he has proved 
his incompetence or his unsuitability for the posi¬ 
tion. It may be taken as a general rule that 
every boy who receives the regular training of* 
the Conway or Worcester, and chooses to go to 
sea, has excellent facilities for doing so. These 
vessels also train specially for adnfission to the 
college at Osborne with a view to entering the 
Navy. The Worcester pays special attention to 
the qualifications required of those who wish to 
enter the Indian pilot service, which is one of 
the best-paid branches of the mercantile marine, 
and is consequently much sought after. Both 
these vessels also have arrangements with the 
chief steamship companies for placing the youths 
on the steamships as apprentices or as super¬ 
numerary or junior officers upon completion of 
the term of apprenticeship on a sailing vessel. 
Two years on a recognized river training ship and 
three years at sea, or four years at sea if there has 
not been the preliminary training, must be spent 
before the sight test is again undergon#*and a 
second mate’s examination can be entered for. 

Apprenticeship 

Most owners, whether of sail or steam, taking 
apprentices who have not had a first training in¬ 
sist upon the sight test as a preliminary. Some 
owners charge a premium for every apprentice and 
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pay it back in wages, some being generou^y dis¬ 
posed in this respect and others the reverse. Some 
charge no premium and pay very little as wages, 
while others take no premium and pay what must 
be considered good wages under the circumstances. 
Some give a bonus to those who complete their 
indentures, in addition to wages, and others pay 
a bonus without giving wages, or, at best, only 
a nominal sum per month or per voyage. The 
premiums vary in amount from nothing to £100. 
The particulars of these charges by the different 
firms can be obtained from the Board of Trade 
or the Government printers who issue a list of 
those owners of both sail and steam who take 
apprentices, and the conditions imposed. In ad¬ 
dition to the premium or deposit, as the case may 
be, the expense of the outfit has to be met, which 
for the first voyage is seldom under £15 to £20 
for an ordinary apprentice, and can only be done 
at that figure if he happen to have a good stock 
of clothes by him. To this must lie added the 
cost of such books and nautical instruments as 
the owner of the vessel may consider necessary, 
or the captain, if it is in the contract that he is 
to teach the poy both navigation and seamanship. 
It should lie insisted upon that both subjects 
should be included in the contract if the boy is to 
get the greatest benefit possible from his four years’ 
training. The instruments and books may last a 
lifetime, and may often be bought secondhand, 
obut clothes at sea are a very variable quantity, 
and there will be considerable renewals after every 
voyage. Thus for four years the apprentice lias 
to be found by his friends'or relatives in clothes, 
books, nautical instruments, and generally in 
pocket money, though the little he will receive 
from the owner may sometimes cover the last 
item. At the expiry of the four years he may 
or may not receive the bonus or return of premium, 
this depending on his agreement, as a set-off to 
the expense already incurred. He will probably 
have to spend a few weeks under a coach to be 
prepared for his second mate's examination, the 
fees for which tuition range from a minimum of a 
guinea, and his keep ashore has to be met. Then 
there are the fees for his examination, but these 
do not amount to a large sum. During the four 
years at sea the owner has to find him in food and 
accommodation of a sort. In the fir3t year he is 
probably costing the owner more than he is worth. 
In the second year he may be of some value to the 1 
owner, and in the third and fourth he is probably 
a profitable investment so far as the owner is con¬ 
cerned. In some sailing vessels he may be given 
the honorary position of third mate for his fourth 
year, and this usually carries with it the privilege of t 
having his food in the saloon. The expense to his [ 


relatives for the four years is not likely to be less 
than £50; it has been done'for that, but the cost is 
generally more. Against^ this must be set the fact 
that for about nine months out of every twelve he 
has been fed and housed, but has been earning 
little or nothing. 

Certificates 

After securing his second mate’s certificate, lie 
may lopk out for a position on board a ship in the 
capacity in which he is now entitled to serve. He 
may ship at anything from £4 to £8 per month, 
food included; but the pay and engagement only 
last for the voyage, or from such time before it 
starts as his services may be required on board, 
for sometimes the mates have to superintend the 
loading of the cargo, and have to be on the ship 
two or three weeks before she sails. 

The examination for second mate is designed to 
bo a somewhat stiff test of his fitness for his pro¬ 
fession. The minimum age is seventeen years. A 
dictation of not less than fifteen minutes’ duration 
is imposed to ascertain that he can write a good 
legible hand and spell correctly. “This qualification 
is equally necessary in the examination in naviga¬ 
tion and that in seamanship. In the former the 
candidate will lie required to write a short defini¬ 
tion of various astronomical and other terras, and 
to draw an illustrative sketch or diagram. A good 
knowledge of the first five rules of arithmetic and 
the use of logarithms is necessary. He must also 
work out a day’s work complete, correcting the 
courses or leeway, deviation, and variation; find 
the latitude by the meridian altitude of the sun; 
work a practical problem in parallel sailing; find** 
the time of high water at a given port; and answer 
in writing certain questions as to takiifg 'the sun, 
cflmpass error, deviation, variation, and true and 
magnetic bearings and the meaning of charts. He 
will also have to explain the use of the sextant, 
barometer, thermometer, hydrometer, and chro¬ 
nometer. Then there is the comprehensive subject 
of weights and measures. After this there comes 
the examination in seamanship, which relates to 
the standing and running rigging of ships, the 
handling of masts, sails, and yards under all cir¬ 
cumstances, the management of a ship under 
canvas, and of a ship’s boats in heavy weather, 
and the proper stowage of all kinds of cargo. .Sea¬ 
manship includes the rules for safety at sea, such 
as lights, Hags, and other signals, the lead and log 
lines, and the rocket apparatus; and the examiner 
will supplement the written questions by any 
verbal questions he may think it necessary to ask. 
In spite of its apparently formidable proportions, 
the examination in both navigation and seaman- 
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ship is not so difficult as it may appear at first 
sight. He must serv« at sea for a year before he 
can enter for his first Hate’s certificate, and must 
pass another similar interval, this time in the latter 
capacity, before he can en^er for his master’s certifi¬ 
cate. It is optional with him whether he takes his 
examination for the extra master’s certificate, which 
^ thf^kighest in the power of the Board of Trade 
to bestow, at that time or later. Most officers make 
sure of the master’s certificate first, and after some 
social coaching enter in a few weeks’ timg for the 
extra master’s certificate. Of course it is optional 
to try for it, but preference will usually be given 
to the holder over a man who has not obtained one. 
The some conditions apply to those who wish to go 
in for a steamship training only. In their case the 
terms of the indentures vary slightly, the duties 
on board are different, and the examinations for 
the various grades differ, inasmuch as greater know¬ 
ledge of machinery is requisite. The salaries of the 
first mates average about 60 per cebt more than 
those of the second mates on the same boats. It 
follows that the navigating officers are sometimes 
paid less than their subordinates, the boatswains 
or carpenters, aflll this constitutes one of the griev¬ 
ances which officers have been seeking for a long 
time to have remedied. The grievance, however, 
exists only in a few lines. At each certificated stage 
the ofticer has been earning money, and at the end of 
each voyage he should have enough money in hand 
to enable him to reach the succeeding stage. As 
first mate he will receive from £7 to £12 per month. 
Very few receive as low an amount as the former 
figure, which is paid by certain cargo lines to men 
who are unable to get anything better, or are at 
the end of their resources. 

Stationary Training Ships 

For those youths who can afford them, there are 
the training ships Conway t moored in the Mersey 
near Liverpool, and the Worcester , anchored in the 
Thames off Greenhithe. The fees for the Conway 
are £22 10s. per term, or sixty-five guineas per 
annum, and there are three terms in the year with 
a long vacation in the summer. There are a few 
small extras, such as those for recreation; but 
the foes quoted include accommodation, a liberal 
dietary, and an excellent course of instruction, be¬ 
sides three suits of uniform every year, medical 
attendance, washing, and the use of the necessary 
books and school stationery. The charges for the 
Worcester also amount to sixty-five guineas per 
annum, payable os follows: first term, £33 10s., 
and the second and third terras, £17 10s. each. 
The first term’s fee includes uniform and a few 
other items, and certain necessities in the way of 


clothing are provided yearly by the institution 
known as “The Incorporated Thames Nautical 
Training College”, which manages the Worcester. 
A list of requirements is supplied by both ships 
to the cadet’s parents, which are to be regarded as 
a minimum, and in order to secure uniformity of 
outfit each ship requires that the outfit be obtained 
from certain firms with which special arrangements 
have been made. The Conway and Worcester re¬ 
ceive only those who are intended to become navi¬ 
gating officers, with all the responsibility that the 
command of a modern steamship implies. Sea¬ 
manship and navigation are the chief subjects of 
his studies, but such an exceedingly wide inter¬ 
pretation is given to these terms, and the know¬ 
ledge of a variety of subjects not strictly coming 
within those terms is imposed, that the future 
officer’s studies both on board these ships and 
afterwards should be directed to making him ac¬ 
quainted with many mathematical questions with 
which the seaman of the old school was not con¬ 
cerned. Queen Victoria instituted a good-conduct 
prize on these ships, which has been continued by 
the late King Edward and by King George. 

Both these vessels have special facilities with 
the great steamship companies for aiding the sub¬ 
sequent careers of their pupils. After the boys 
have put in the necessary two or three years in 
either, and have passed the examinations on board 
which are designed to be adequate tests of their 
knowledge, they are generally apprenticed to tli§ 
owners of a large and first-class square-rigged ship 
for three years, the Board of Trade permitting 
those who have scented the school* certificates to 
spend three years at sea instead of four; though, 
owing to the steady decline in the number of sail¬ 
ing ships and the increase of the facilities offered 
by steamship owners of the better class, many of 
the boys are indentured to steamship owners. The 
two years’ training on either of these vessels is 
counted as one year towards the four, which are 
compulsory before the second mate’s examination 
can be taken. This means that the discomfort 
and drudgery inseparable from a boy’s first voyage, 
if he has not been afloat before, are Avoided by 
this preliminary training, and only three have to 
be passed at sea. The phrase “years at sea” 
bears an elastic interpretation; four-fifths of each 
year must be passed at sea or in a foreign,port to 
which a vessel has gone. Thus an apprentice sail¬ 
ing from the United Kingdom may put in a month 
or six weeks, or even more, at an Australian port 
with his vessel, and another month at a South 
American port, before the ship returns to England, 
and the whole of the time from her departure until 
her return is counted as sea service. 

The training on the Conuxty, Worcester , Medway , 
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Mersey , or Port Jackson will Lave made the way 
comparatively easy for subsequent study in all 
the subjects included in the navigational section 
of the Board of Trade examination for second 
mate, and a considerable amount of instruction 
is also imparted under the head of seamanship. 
The stationary training ships cannot give an actual 
training in ocean seamanship, but they can and do 
give a very valuable training in practically all the 
subjects pertaining thereto. All the stationary 
training ships attach great importance to boat 
sailing and boat management, and for their pupils 
short cruises are arranged in smaller seagoing 
sailers, so that the actual knowledge which can 
only be gainod by experience is the easier of ac¬ 
quirement when a boy finds himself at sea in a 
big ship on liis first voyage. If he has learnt on 
a training ship how to go aloft, handle sails, send 
masts and yards up and down, bend and unbend 
sails, rowing, boat management, the use of the 
lead and log and of the rocket apparatus, and the 
safety regulations, he will find the way compara¬ 
tively easy. He will have learnt how to use the 
sextant and other nautical instruments. It will 
thus be seen that though the two years’ prelimi¬ 
nary training on a stationary training ship is some¬ 
what expensive, the advantages of the training 
are very great, and that the expenditure should 
be incurred if possible. 

Sea-going Cadet Ships 

When the school-ship examination has been 
passed and ita»eertificate grafited, the future officer 
may see about becoming apprenticed to a ship¬ 
owner. Here again means play an important ]>art. 
Tf the expense can be met, there is no better course 
than to apprentice the boy to one of the firms own¬ 
ing thesea-goingcadet ships. Thcsefirmsare Messrs. 
Devitt Ss Moore and the White Star Line. The 
latter company’s cadet ship Mersey is run essen¬ 
tially in the interests of the White Star and those 
of its associated lines which are under the British 
flag. The Union - Castle, the Shaw, Savill & 
Albion, the Cunard, and the Booth Lines are share¬ 
holders in the company known as Messrs. Devitt 
& Moore’s Ocean Training Ships, Ltd., of which 
Messrs. Devitt & Moore are managers, and this 
compaqy was formed “with the object of ensuring 
a supply of efficiently trained officers for their ow n 
steamers, and they will give preference to an officer 
who has served as a midshipman on ono of this 
company’s sailing ships”. The importance attached 
to sailing-ship training is shown by the fact that 
America, Germany, and Belgium have sailing ships 
devoted to the training of intending officers, and 
Japan also owns a fine square-rigged vessel, al¬ 


though her ocean-going mercantile marine in the 
foreign trade consists mostly of steamers. The 
system of sea training poetised on those vessels 
owes its inception to Lord Brassey, who in 1890 
collaborated with Mesg/s. Devitt & Moore for 
its establishment on a commercial and practical 
basis. One of its chief features is that the cadets 
are not bound by indentures, and are at lib*t-ty AT 
withdraw after any voyage. Since the date men¬ 
tioned, the company’s ships have carried about 500 
cadets, # the highest number at a time being 75, 
while the average number since the scheme was 
inaugurated is over 60 per annum. Many of them 
have risen to be shipmasters and mates on well- 
known passenger or cargo steamers, and over 50 
are in the service of the P. & O. Company. More 
than 100 have served their four years on the ship 
before obtaining their certificates as second mates, 
and many others have completed their time on 
other sailing ships. For the first voyage the charge 
is £70, but the charge is decreased with each 
succeeding voyage. The four consecutive voyages 
entail a cost of £225, which about covers the cost 
of training for four years, but not outfit or pocket 
money. “Jtwill be apparent,” twfy Messrs. Devitt 
& Moore, “ that the cost to a parent or guardian 
for the training of a l»y compares very favourably 
with the amount expended in preparation for other 
professions, and, be it remembered, the seagoing 
cadet is fed, housed, and taught during the greater 
part of each year.” He receives free medical at¬ 
tendance on board, for a fully qualified medical 
man is carried on each ship. The two present 
vessels of the company, like the four previously 
employed in the work, are among the few which 
are best adapted for continuing the course of in¬ 
struction imparted on the stationary ships Conway 
and 1 Forrester. A hoy who has served tm either 
of these ships for two years and has obtained his 
certificates need only serve three years on the Port 
Jackson or Medway, and the reduced terms are 
offered of £60 for the first voyage, £60 for the 
second voyage, and £50 for the third voyage. The 
advantages of combining the courses of training 
provided by the school ships and those of this com¬ 
pany are that, besides receiving the best training 
available, boys have good expectations of passing 
their second mate’s examination and afterwards of 
being appointed to one of the lines of steamers 
associated with the company. 

Employment Prospects 

In addition to the steamship companies already 
mentioned, the following steamship lines give a 
preference to those trained under Messrs. Devitt 
it Moore: Messrs. Turnbull, Martin, it Co. (The 
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Scottish Shire Line, Ltd.); Messrs. John Hall, 
jun., & Co.; Messrs. William Milburn & Co.; The 
Tyser Line, Ltd.; Messrs. James P. Corry & Co., 
Ltd. (The Star Line, Ltd.); The Federal Steam 
Navigation Co., Ltd.; anYl The Australind Steam 
Shipping Co., Ltd. Employment on these lines 
does not prejudice subsequent employment by the 
mail ffciea previously mentioned. Another advan¬ 
tage offered by the sea-going cadet ships is that 
the son of a gentleman may be taught the duties 
of his profession without being brought iqjo daily 
contact with so much that is repellent. On many 
ordinary sailing ships the manners and language of 
too many of the sailors with whom the apprentices 
cannot avoid being obliged to associate in their 
work are exceedingly disagreeable. On the cadet 
ships the cadets do not associate with the sailors. 

The other sea-going cadet ship, the Mersey, of 
the White Star Line, caters for the same classes 
as the Conway and Worcester and Messrs. Devitt 
<k Moore’s ships. It receives pupils from the two 
river ships under the same conditions as the other 
sea-going cadet ships so far as three years at sea 
instead of four are concerned, and it also takes 
cadets for four years who have not been to sea 
before. In the case of the Mersey, however, the 
pupil is indentured for the term lie has to serve 
in oilier to qualify as second mate. About sixty 
boys are carried, and preference is given to those 
who have had a preliminary training on the 
Conway or Worcester. The indentures are sub¬ 
ject to cancellation if for any reason the managers 
of the White Star Line should decide to cease run¬ 
ning the ship, or the cadets may be transferred to 
steamers if the managers of the ship desire. The 
terms are: lirst year, £70; second year, £60; 
third year, £40; fourth year, £30; first yea* from 
the Conway or similar school ship, £60; second 
year from the Conway or similar ship, £40; tliird 
year from the Conway or. similar ship, £30. 
Cadets who pass the necessary examination and 
hold an officer’s position with one of the asso¬ 
ciated lines for three years to the satisfaction of 
the managers have £10 returned to them. On 
attaining their second mate’s certificate they have 
preference for appointment as junior officers in the 
steamers of the White Star, Leyland, Dominion, 
and Atlantic Transport Lines. Promotion is there¬ 
after granted according to conduct and ability. 
The object of the scheme is that the cadets will 
remain in the servioe, passing through the various 
grades until they obtain their master’s square- 
rigged certificate in accordance with the regula¬ 
tions of the Board of Trade, and they will then be 
eligible for promotion to be senior officers of the 
watch. Cadets who join the Mersey have what 
is almost a certainty of employment in one or 


other»of the associated lines, and in this respect 
are much better off than those who have to depend 
on chance in obtaining employment after they 
have secured their certificates. 

That many owners, however, do not think that 
a sailing-ship training is indispensable, is shown 
by the fact that a number of steamship companies 
hold out inducements for the training of cadets; 
the P. & O., in the case of suitable youths, will 
pay half their fees on board the Worcester and 
then give them special facilities on entering the 
P. & O. steamers. The number of officers who 
have had all their training on steamships is 
steadily increasing. 

Training for Boy Sailors 

The Indefatigable, at Liverpool, was estab¬ 
lished for the training of boys in poor circum¬ 
stances who might desire to take up a sea career. 
A small fee per annum is charged, and the boys 
are thoroughly taught all branches of seamanship 
and navigation, Beys from the Liverpool district 
are received at less charges than those from other 
parts of the country, but in neither case is the fee 
a high one. About a quarter of the boys who go 
to sea from this ship attain certificated rank. In 
some cases they have worked their way up from 
before the mast, and in many others they have 
started as apprentices and, after spetiding the 
necessary time at sea, have passed as second inate% 
and been appointed to a position on a ship, 
usually one sailing from Liverpool, as many 
Mersey-side firms bike a great iaterest in the 
ship, and do all they can to further the welfare 
of the boys. Boys from other than the Liverpool 
districts have to pay about £22 per annum. 

The insufficiency of British sailors for British 
ships induced the Marine Society and the Shipping 
Federation to bring out a joint scheme for over¬ 
coming the difficulty. The War spite, which is 
managed by the Marine Society, makes no charge 
whatever to the relatives of its pupils, but is sup¬ 
ported by voluntary contributions, Trinity House, 
various shipping firms, and some endowments, 
and receives those boys whose relatives are not 
in a position to find the means to give them a 
satisfactory start in a sea life. Only boys of 
good character are accepted; boys commuted to 
reformatory ships by the magistrates, or sent by 
Poor Law guardians to be trained for the sea are 
not received. Since its foundation in 1756 the 
Society has sent to sea over 66,000 British boys, 
and it generally has about 240 boys in training. ' 
One condition of acceptance for the War spite is 
that the boy must go to sea. The Society gives 
him an excellent preliminary training on the 
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War spite, provides him with an outfit free,* finds 
him a ship, and takes an interest in his welfare for 
years afterwards. Some of the boys are placed as 
apprentices, others go before the mast and either 
become A.B.’s or work their way up to become 
certificated officers, and not a few join the Royal 
Navy. Under the IPursynte-Federation scheme, 
the boys nominated by the Shipping Federation 
will be apprenticed to the Marine Society, and 
when their half-year’s training on the War spite 
is completed they will be placed on a Federation 
ship, and their indentures will be transferred to 
the owner of the vessel. The period of appren¬ 
ticeship is for such time as is spent on the War- 
spite, in addition to two and a half years at sea. 
It is hoped that this scheme will help to over¬ 
come the difficulty of keeping boys at sea after 
they have been trained. But, unless the prospects 
of remunerative employment are increased, it is 
to be feared that the boys will seek more satis¬ 
factory situations ashore, for with the exception of 
some modern steamships the accommodation for 
sailors on board ship leaves ifiuch to be desired. 
For many years the Shipping Federation had a 
system of apprenticeship for boys intending to 
become A.B.’s, under which the following wages 
were paid: first year, £7; second year, £8; third 
year, £10; fourth year, £lf>; with a bonus of £5 
on completion, making, with Is. per month for 
washing allowance, £42. The Marine Society pro¬ 
poses the following scale of payment without 
bonus or washing allowance: six months under 
training, nil ; first year at sej, £12; second year at 
sea, £18; lastfaix months at sea, £12; total, £42. 
The boy will, however, still receive a free kit, and 
bo given preference for employment as an able 
seaman at the usual rate of wages on the conclu¬ 
sion of his apprenticeship. Several War spite boys 
have risen by their own efforts to become officers 
and masters. The Marine Society’s scheme is in 
addition to, and not as a substitute for, that of 
the Shipping Federation. 

Since the Titanic disaster, public attention has 
been directed once more to the question of provid¬ 
ing sufficient British seamen for the British mer¬ 
cantile marine. State aid to training ships is one 
of the remedies proposed to meet the deficiency. 
As all the institutions afloat and ashore which 
train b»ys to become sailors before tho mast are— 
with the exception of the Exmouth , founded by the 
Metropolitan Asylums Board and maintained out 
of tho rates—unable to obtain enough support to 
allow them to do all the work for which they are 
equipped, there is much to be said for this scheme. 
When these ships and shore training schools are 
filled, it will be time to add to their number, and 
not at present, when further establishments would 


only mean keener competition in the appeals to 
the charitable. The paynfent of a subsidy to 
shipowners by the State to take and train boys 
as seamen on the apprenticeship system is to b* 
recommended. Other good proposals have also 
been brought forward. Those who compare the 
prevailing supply with that of fifty years ago fo^ 
get that the conditions are totally different. It is 
impossible to teach much seamanship on a vessel 
that has derricks for masts and no sails. The list 
of Britich sailing ships is grievously depleted, and 
the number is lessened every month. On the 
average steamer—especially a cargo boat—the boy 
will become like the rest of the sailors on her, a 
deck labourer. There is no incentive to him to be 
anything else. The class of intelligent men who 
were attracted to the mercantile marine when sail¬ 
ing ships were common shows an increasing ten¬ 
dency to seek employment ashore. The living 
requirements of all classes have attained a higher 
level, and until shipowners provide on board their 
vessels better accommodation for their crews and 
better food, even than the present scale lays down, 
and better pay and continuity of^employment, all 
the philanthropic schemes in the world will not 
keep at sea, at such times as they arc in employ¬ 
ment, at £4 to £6 a month as A.B.’s, half the boys 
who are given a start on the water, when, they 
know they can do as well ashore without being 
severed from their relatives and friends. Thou¬ 
sands of British boys are ready to go to sea if 
the conditions and prospects are made attractive 
enough. 

Position of Masters 

The duties of a master vary so greatly accord¬ 
ing tft the line by which he is employed and the 
trade in which his vessel is engaged, that it is 
impossible to lay down any hard-and-fast rules 
as to the nature of the duties he will be required 
to j>erform. It is equally impossible to say what 
remuneration he will receive. 

“ The captain on the bridge of any of our great 
mercantile vessels,” says the Skipping World 
(12 May, 1912), “has to prove himself a man of 
many parts and diverse qualifications. Within 
recent years his duties have multiplied to a very 
serious extent, and his responsibilities have cor¬ 
respondingly increased. An entirely new set of 
problems confronts him nowadays; and whatever 
may be said to the contrary, we believe they are 
quite as important, and call for the steady nerve 
and prompt decision of the master in just as great 
a degree as the sailing problems of another day. 
Speed is only one of the many questions before 
him. Catching the tide is another. Delivering 
his cargo in time and in condition for its market 
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is another. Bringing his boat up waterways 
crowded with moving*craft, or up estuaries where 
considerations of immersion in fresh and salt 
water are often matters of an inch or two is still 
another. Conforming to the precise legislative 
requirements of administrators is another. Sig¬ 
ning in a manner that would astonish any old 
salt oi Nelson’s day is another. It is not the 
size of the vessel that makes all the difference; 
it is her ingenious mechanism. No longer may 
her captain harangue his ship’s company from the 
bridge as he might do in the old time, in a 
moment of danger; he remains to-day a hidden 
machine, human still, but working with huge and 
powerful forces of engineering skill to make them 
do his will, and take the place of many hands who 
in former days shared the human responsibility in 
a greater measure than their successors do now.” 

Tho pay given in some lines is much lower than 
a correspondingly expensive training ashore would 
probably have resulted in, but thero has been 
of late years an improvement in this respect, 
partly owing to the representations of the Im¬ 
perial Merchan^Service Guild and the Mercantile 
Marine Service Association, and partly on tho 
initiative of some of the shipowners themselves. 
The great difficulty with which the organizers 
of tfeese two societies have had to contend was 
that the captains and officers as a class were 
thoroughly disintegrated and isolated, and until 
their protective societies were formed it was not 
possible for them to make their influence felt or 
compel due attention to their representations. 
Now both these organizations—the Guild espe¬ 
cially by reason of its large membership, which 
embraces more than fifty per cent of the certifi¬ 
cated mgn in the British mercantile marine-'-havc 
been able to secure several advances in pay, for 
both captains and officers, and there is every 
reason to believe that more such benefits will 
shortly follow. The conditions of employment 
vary so greatly that collective negotiation be¬ 
tween the Guild and Association and the owners 
has not been possible, and it is not to be wondered 
at that the owners of those important passenger 
lines who have treated their men well should 
decline to express any opinion as to the inade¬ 
quacy of the rates of pay offered by other owners. 
There are masters going to sea to-day in command 
of steamships who are receiving £12 per month 
and even less, and when the arduous nature of the 
training is considered, together with the expense 
that has to be incurred, it must be admitted that 
the prospects of a satisfactory career for them are 
not good. The officers on those vessels are equally 
badly paid. Of course both masters and mates 
are on the lookout for better and more comfor¬ 


table*posts, for on vessels which are run on these 
parsimonious lines the saving frequently extends 
to the accommodation and the quality and quan¬ 
tity of the food also. 

The conditions of employment are often exceed¬ 
ingly trying. In all the established lines, whether 
of cargo or passenger steamships, promotion is 
necessarily slow, and in estimating the business 
and financial side of a seafaring career this is a 
circumstance that must be taken into account. 
Some lines are fairly liberal in the matter of 
pay to their officers, and, recognizing the slowness 
of promotion, increase the officers’ pay at stated 
intervals until a maximum has been reached. The 
rate of pay depends also on the size of the vessel, 
the trade, and the voyage, and, in the case of pas¬ 
senger vessels, on the social standing of the line. 
The P. & 0-, for instance, pays a higher rate all 
round to its officers than do some of the lines in 
the trade to the Far East, notwithstanding that 
the latter may carry some passengers. One out¬ 
come of the labour troubles in the shipping indus¬ 
try in 1911 was that the Guild brought prominently 
before the Shipping Federation the loyalty with 
which, “in a time of great emergency, the mem¬ 
bers of the nautical profession stood by their ships 
and owners “It was not”, says the Guild Gazette , 
“that the captains and officers were not fully in 
sympathy with the demands of the seamen and 
firemen for higher pay, but with the former it was 
at once palpable that they felt it to be the firjt 
duty they owed all round to stand firm in their 
own positions. Accordingly they readily performed 
exceptional and extraordinary duties, ofttimes at 
great personal risks, when immense financial losses 
to the shipowners were thus averted.” Ship cap¬ 
tains and officers, as a whole, come from social 
classes to whom the idea of a combination on 
trade-union lines is repugnant; they have that 
loyalty to their employers which is the exception 
among the labouring classes to which the sailors 
and firemen belong, and they dislike the policy of 
striking for purely selfish ends, as they know tho 
loss inflicted upon the shipping industry as a 
whole when ship after ship is held up by a strike. 
At the same time the sailors and firemen would 
not have obtained their advance of pay if they 
had not gone on strike; the shipping industry had 
been doing well, and tho shipowners found it was 
to their immediate advantage to grant the increase 
asked for rather than have their ships laid up at 
great loss. Moreover, seamen and firemen can 
always obtain situations. Officers, by the nature, 
of their employment, cannot do so; all their posi¬ 
tions are carefully recorded, as owners have to 
take into consideration not only the efficiency of 
the certificated man, but also the class of vessel 
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to which by nature and habits he is best fitted to 
bo appointed. Obviously a man who might be 
an excellent captain of a cattle boat or a collier 
or tank steamer might find himself in very un¬ 
congenial surroundings as captain of one of the 
favourite passenger liners; and what one would 
regard as good remuneration the other would not. 
Each might be as competent, however, as the other 
as a navigator and seaman. The communication 
from the Guild to the Shipping Federation set forth 
a number of suggestions for the Federation to place 
before its members. It was asked that the Federa¬ 
tion should be empowered to give an assurance, 
as far as possible, that firms of shipowners would 
always bo willing to receive and consider me¬ 
morials from their masters and officers, either 
through the medium of the Guild or otherwise. 
A most important point affecting the welfare of 
the nautical profession, and sometimes the liveli¬ 
hood of tho members, was that a more reasonable 
attitude should bo shown towards shipmasters 
and officers who had the misfortune to meet with 
accident to their vessels for which quite probably 
they were not at fault. There are firms who will 
not employ any officer undor any circumstances 
who has been on a ship which has met with even 
a slight accident. It is contended that there are 
far too many dismissals and resignations demanded 
without real justification, and that it is a grave 
hardship that so many masters have been requested 
tc give up their positions when their vessels have 
been, at the time of the accident, in charge of a 
compulsory pilot. To those landsmen whose only 
knowledge of steamships is derived front an in¬ 
spection of the luxurious quarters provided for the 
passengers on the new mail liners and the comfort¬ 
able accommodation given to the officers, it will 
come as a surprise that the Guild foimd it necessary 
to request that masters and officers in all types and 
classes of ships should be provided with tlieir food 
when on board, and also with bed and bedding, 
and that when a ship is in port and food is not 
provided, at least half a crown a day should be 
paid as subsistence in addition to the ordinary 
pay granted. 

Rates of Pay 

Another representation was that the masters 
and officers of vessels, whether tank steamers or 
sailing vessels, carrying oil in bulk or otherwise, 
or other highly dangerous cargo, should receive 
25 per cent more pay in respect to each grade than 
js paid in vessels carrying ordinary cargoes. The 
adoption of the three-watch system on all mer¬ 
chant ships was urged, so that no officer should 
be more than eight hours on duty in every twenty- 
four except under unusual circumstances. The 


abolition of Sunday labour in port, unless indis¬ 
pensable, was also asked fori Another important 
reform proposed was: “T$iat where shipmasters 
or officers, who are frequently unaware of the fact 
when sailing from home f ports, are compelled to 
remain trading in waters abroad for some con¬ 
siderable time, they should be entitled to highqj^ 
pay as compensation for long and enforced alfSfence 
from home; and that in quarters of the globe such 
as Australia, New Zealand, or the United States, 
where (^finite scales are in vogue, the pay of 
masters and officers of home ships should corre¬ 
spond No little dissatisfaction exists that this 
difference in the rates of pay should be so great. 
Officers are frequently receiving much less than 
tho men serving under them, and cases have 
been known in which a second mate has been 
shipped at an Australian port at higher wages 
than the first mate was receiving under whom he 
had to work. It is also urged that great improve¬ 
ments in the accommodation provided for masters 
and officers of merchant ships should be made, 
and that every officer should be provided with a 
separate cabin with sufficient rooju and adequate 
equipment in some part of the ship where he can 
obtain proper rest. The question of reasonable 
leave without loss of pay was also put forward. 
These and other representations have result^l in 
several firms increasing salaries, in some cases 
directly, and in others by a substantial bonus. 
Many firms advanced the rates by £1 per month 
to all grades, and others granted 10s. per month 
all round. The majority of the lines on which 
the officers are paid by the month give the first 
officers £12 as a minimum; some pay less, taking 
advantage of the competition for employment, 
and £9, 10s. per month, recontly increased to 
£10^ given by more than one line, is not good 
pay for a first officer. The officers’ wages paid 
on some of the principal lines, according to the 
Merchant Service Guild Gazette (20 April, 1912), 
are: Anchor Line, chief officer, £13 monthly, plus 
£15 12s. bonus per annum; second officer, £10, 
plus £12 bonus per annum; third, £8; fourth, 
£7. Atlantic Transport Company: chief officer, 
£16, plus £24 bonus per annum; first officer, £14, 
plus £18 bonus per annum; second officer, £12, 
plus £12 bonus per annum (these three officers 
have in addition a further bonus of £l per month); 
third officer, £9 10s., plus 10s. bonus per month; 
fourth officer, £9, plus £1 bonus per month. Tho 
Asiatic Steam Navigation Company has added a 
bonus of approximately £13 6s. 8d. to the chief 
and second officers, and advanced the third officer’s 
wages £1 per month. The Federal Line now pays: 
chief officer, £12, plus £1 bonus the first year, £2 
second year, and £3 third year; second officer, 
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£9, plus similar bonuses; third officer, £7, plus 
£l bonus (the bonuses in this line are monthly). 
Messrs. Lamport & Molt have increased their 
officers’ salaries by granting a monthly bonus, part 
of which is combined with an insurance scheme: 
captains, £3 per month bonus; chief officer, £2 
monthly bonus; second officer, £1 monthly bonus; 
tflfefclOs. monthly bonus. New Zealand Ship¬ 
ping Company: chief officer, £14, with bonus; 
second, £12; third, £9 10«.; fourth, £8; fifth, 
£5. Tho Prince Line divides its steamers into 
five classes, viz. those between 3000 and 4500 
summer maximum deadweight tonnage, between 
4500 and 6500, between 6500 and 7500, between 
7500 and 8500, and exceeding 8500. The salaries 
of the chief, second, and third officers per month 
for theso classes are respectively: £11, £8 10s., 
and £8; £12, £9, and £8 5s.; £12 10s., £10, and 
£8 10s.; £13, £10 10s., and £9; and £13 10s., 
£11, and £9 10s. Additional wages for long ser¬ 
vice, provided the company considers it satisfac¬ 
tory, are also granted. In addition to these, chief 
officers of tank steamers when carrying oil will be 
allowed £1 j>er month extra; second officer, 10s. per 
month extra; a^l third officer, 5s. per month extra. 
The Royal Mail Steam Packet Company, which is 
known as a generous employer, pays on the Brazil 
route its chief officers £18 12s. per month; second 
offices, £12; third, £9; fourth, £8; fifth, £6. 
On the transatlantic route the company pays: 
chief officer, £16; second, £11; third, £9; fourth, 
£8; fifth, £6. On its intercolonial “Shire” Line 
of cargo steamers the wages are: chief officers, 
£15; second, £10; third, £8 10s.; fourth, £8. 

The wages paid to the masters are usually from 
25 to 50 per cent higher than those paid to the 
chief officers on the same ships, but in the. hi," liner 
companies the masters receive considerably more, 
and including navigation money, commissions, 
bonuses for regularity of voyages, economy of 
administration of the ship, and other incidental 
sources, the year’s income may amount to £600 or 
£700, and even more, though there are few steam¬ 
ship commanders nowadays who are making £1000 
a year. In comparing these figures with earnings 
ashore, it must not be forgotten that food and 
accommodation afloat are provided also. Some 
firms require their captains to invest in their ship 
or take shares in the company. At the other end 
of the scale are to be found masters of good-class 
passenger steamers paid at the low rate of £20 to 
£25 per month, while the wages of the masters of 
some cargo or “tramp” steamers are as low as £12 
to £14 per month, and in a few lines the “trip” 
payment is practised. 

Some companies pay weekly. A good example 
of these is the Great Central Railway Company, 


which pays the chief officers 50,?. to 55«., with a 
2s. rise every two years; and the second officers 
40s. to 44s., with a 2s. rise every two years. A 
seven days week is usually meant. In some of 
the weekly lines and coasting services the captains 
and officers find their own food. 

It must be remembered that owners are actuated 
by a man’s record, as, if it be not clean, under¬ 
writers in accepting insurances will demand higher 
rates for any vessel to the command of which he may 
be appointed. Security of tenure depends upon a 
clean record, the confidence of employers, and good 
health and unimpaired ability to pass the official 
sight test. 

The Sight Test 

The conditions of the sight test as amended, 
which will become obligatory in 1914, are not 
viewed altogether favourably by the majority of 
shipowners. Some hold that they are too scien¬ 
tific, and that an out-of-door test would be better 
than the wool test as at present applied. Masters 
and officers, who have had experience of actual 
conditions afloat, condemn them. In addition to 
the Board of Trade sight tests, many of the com¬ 
panies require their masters and* officers to bo 
tested periodically as a matter of precaution. The 
Cunard Line, for instance, requires from all its 
officers other than captains a test certificate from 
the Board of Trade every year. When first intro¬ 
duced, four or five years ago, one officer failed a»<j 
had to resign from the sea. In men who have 
had lengthy sea experience, the frequent exami¬ 
nations at Liverpool* have resulted, in a very few 
elderly men failing in form vision, but none in 
colour vision. It has therefore been contended 
that although an older man might not pass the 
test which a younger man could pass, the older 
man might be so important to the service by 
reason of his experience that the question of sight 
was not the first matter, as a younger man would 
be responsible for the actual lookout. But in tho 
case of an elderly man employed by a firm which 
does not take this view, failure in form vision in 
the proposed compulsory examination of masters 
means that he may be deprhed of his command 
and be unable to go to sea at all in a certificated 
position. 

Conclusion 

To sum up, granted a youth has good health, a 
sound constitution, normal sight, intelligence, and 
a taste for roving, has not too ambitious aims 
in regard to money, and is fortunate in his em¬ 
ployers, there are advantages in a sea life which 
are not to be obtained in any position ashore offer¬ 
ing equal financial results. 
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INTRODUCTORY 


The oversea passengers from the United King¬ 
dom to places outside Europe are about 350,000 
inwards and 620,000 outwards annually. 

The Continental passengers are about 1,083,000 
outwards and 1,116,000 inwards. Of the outward 
passengers about 56 per cent contract to land at 
forts within the British Empire. 

The ordinary relations of passengers and the 
carrier, whoever he may be and by whatever 
means the journey is to be performed, have been 
noticed elsewhere. (Bee Part V, Chapter V.) 

Carriage of passengers by sea is in many im¬ 
portant particulars affected by the Merchant Ship¬ 
ping Act, but apart from special enactment the 
ordinary rules prevail. The carrier must take due 
care to carry the passengers safely, and is answer- 
able in damages for his negligence; but there is no 
absolute warranty of seaworthiness. Breach of 
positive duty imposed by the Act is subject to 
penalties as well as private right of action. On 


the other hand, the passenger m\y by contract 
define and limit the terms of carriage. 

Injury to a passenger may be due to the negli¬ 
gence of those in charge of his own ship or another 
or both. In any case he has a remedy against one 
or both. 

Limitation of Liability 

The owner of a ship, British or foreign, unless 
actual fault or privity is shown, is by the Act 
(1894, sec. 503) liable only to a certain extent for 
loss of life or personal injury caused to any pas- 
sengej cither in the vessel or another vessel. The 
limit is an aggregate amount, in the cast; of loss 
of fife or personal injury, not exceeding £16 for 
each ton of the ship’s tonnage. (See further as to 
Goods, Chapter VI, of this Pari) 

Fault must be proved against each owner; the 
fault, of the master when part owner does not 
deprive the other owners of the right of limitation. 


PASSENGER STEAMERS 


“ Passenger” includes any person carried in the 
ship other than the master and crew and the 
owner, his family and servants. 

“Passenger steamer” means every British or 
foreign steamship, whether originally proceeding 
from a port in or out of the United Kingdom, 
except steam ferry boats working in chains, which 
carries passengers to or from any place or between 
any places in the United Kingdom, (As to the 


clause of passenger steamers see further, Chapter 
V, of this Part) 

Survey 

Every passenger steamer which carries more than 
twelve passengers must be surveyed at least once 
in each year. The owner or master must obtain 
a certificate as to survey before the ship plies or 
goes to sea with passengers on board. In the case 
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of an emigrant ship which has complied with the 
provisions as to sunny of hull, machinery, and 
equipment, this is sufficient. The mode of survey 
is provided by the Act. The shipwright-surveyor 
and engineer-surveyor furnish declarations to the 
owner in the required form. 

Jfh e declaration of the shipwright-surveyor is as 
hull, boats, lifebuoys, lights, signals, com¬ 
passes, and deck shelter being in accordance with 
the Act, the time for which and limits within 
which the hull and equipments will be sufficient, 
number and division of passengers, and certificates 
of master and mate. 

The engineer-surveyor’s certificate speaks as to 
the machinery, safety valves, fire hose, limit of 
weight on safety valves, and limit of time for 
machinery, and the certificates of engineers. 

These declarations must be sent by the owner 
to the Board of Trade within fourteen days. The 
Board of Trade then, if satisfied, issues a pas¬ 
senger-steamer certificate, with limits as to time 
and number of passengers in each part. The 
certificate is transmitted in duplicate to the port 
superintendent or other public officer. 

An owner aggrieved by the declaration of sur¬ 
vey or refffcal to give a declaration may appeal 
to the Court of Survey for the port or district, 
and the judge reports to the Board of Trade. 

It nas been felt recently that this survey is not 
sufficiently thorough. In the report on The Ocenva 
(1912), the Commissioner referred to the perfunctory 
inspection of boats; and generally these survey 
provisions have come in for much criticism. (See 
also Chapters V and X of this Part. 

Certificates 

Certiflfcates are not in force for more than one 
year, and may be cancelled by the Board of Tfade 
for good cause. A duplicate copy of the certificate 
must be posted by the owner or master in a con¬ 
spicuous place on board. Penalties are imposed 
for forging a certificate or declaration. For carry¬ 
ing passengers in excess of the number allowed by 


the certificate, the owner or master is liable to a 
penalty of £20 for each offence, and 68. for each 
passenger so carried. Certificate fees are fixed by 
the Act. 

Certificates may be granted in certain British 
Dominions and possessions which, under Order in 
Council, may dispense with the requirement of a 
Board of Trade certificate. 

General Equipment 

A sea-going passenger steamer—that is, one 
which in fact goes to sea—must have her com¬ 
passes adjusted from time to time to the satis¬ 
faction of the shipwright-surveyor and according 
to the Board of Trade regulations, and be pro¬ 
vided with a hose for extinguishing fire connec¬ 
ted with the engines. A home-trade passenger 
steamer must be provided with the required shelter 
for the protection of deck passengers, if any. Any 
passenger steamer must be provided with a safety 
valve on each boiler of a required area and pressure. 
A fine of £100 is incurred by the owner and £60 
by the master if any passenger steamer plies or 
goes to sea without being so equipped, and a fine 
of £100 by anyone who increases the weight on 
the safety valve beyond the limits. 

A ship must not carry any passengers on more 
than one deck below the waterline. 

(As to life-saving appliances, boats, <fcc., see 
Chapters V and X of this Part.) 

Discipline 

A fine of 40s. is imposed upon any person on a 
passenger steamer who is drunk and disorderly, 
molests any passenger, attempts to travel without 
paying the fare, or commits certain other offences. 
Such persons may be excluded. Severer penalties 
are imposed on those who obstruct or endanger 
any part of the machinery. 

The master or other officer and his assistants 
may arrest without warrant any person offending 
whose name is unknown. 


EMIGRANT SHIPS 


An "emigrant ship” is a sea-going ship, whether 
British or foreign, and whether or not conveying 
mails, carrying more than fifty steerage passengers, 
or a greater number of steerage passengers than in 
the proportion of one statute adult (i.e. a person 
of at least twelve years or two persons between 
one and twelve years) to 33 tons of a Bailing ship’s 
registered tonnage, or 20 tons of a steamship’s. 

Steerage passengers are all those except cabin 


passengers, and cabin passengers axe define<jjacpor- 
ding to the space allotted to their exclusive use—a 
minimum of 36 superficial feet for each statute 
adult—and the payment of a fare of £25, or 66«. for 
every thousand miles and the supply of a Board of 
Trade ticket. 

Survey 

An emigrant sailing ship must not clear out- 
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wards or proceed to sea until she has been sur¬ 
veyed by two or more competent surveyors, under 
the direction of the emigration officer at the port 
of clearance, and has been reported by the sur¬ 
veyors to be seaworthy and fit for her intended 
voyage. The survey is to be before any cargo is 
taken on board (except as ballast). The owner 
may appeal against an adverse report to three 
other surveyors appointed by the emigration 
officer. 

Equipment 

Every emigrant ship, sailing or steam, must be 
provided with at least three steering compasses, 
chronometer, fire engine, anchors and cables, life¬ 
buoys (if a foreign ship), and adequate means for 
night signalling, in each case as required by the 
Act. The ship must not carry passengers on more 
than one deck below the waterline, and the number 
must not exceed the number limited by regulations. 
Regulations as to number of persons, accommoda¬ 
tion for steerage passengers, provisions and water 
to be supplied to them, carriage of horses, cattle, 
<fcc., are prescribed by the Board of Trade. No cargo, 
luggage or provisions or stores are to l>e carried on 
the upper or passenger decks, unless sanctioned by 
the emigration officer. (As to steamers, sec page 
29.) 

Provisions, &c. 

* The master must, on the request of any steerage 
passenger, produce a copy of the scale of provisions, 
and it must be posted up in the ship. Penalties 
are imposed far clearing portSvithout the requisite 
quantities of water and provisions, which must 
be carried in the mode provided. Medical stores 
must be carried. 

Dangerous Goods 

Dangerous goods, such as explosives or un¬ 
healthy articles, must not be carried, and horses 
and cattle only if under proper conditions. The 
penalty on default is £300. 

Carriage of military stores may be authorized 
by the Secretary of State. 

Medical Officer, Staff, and Crew 

An emigrant ship must carry a duly qualified 
•medical officer where the number of steerage pas¬ 
sengers exceeds fifty, and where the number of 
t persons on board exceeds 300. An emigrant ship 
carrying 100 steerage passengers must have a 
steerage steward and, where required, cooks and 
interpreters, as well as an efficient crew. 

There must be a medical inspection of steerage 


passengers and crew before clearing. Unfit per¬ 
sons must be relanded an^ their passage money 
returned. 

The crew must be efficient to the satisfaction 
of the emigration officer, who must give a certifi¬ 
cate of clearance. Against his decision of ineffi¬ 
ciency there is an appeal to the Board of Trg^Jg. 
The penalty for non-fulfilment of requiremdffts as 
to crew is for each offence £50. 

The master of an emigrant ship must enter into 
a bond, together with the owner or charterer or 
other sufficient person for £2000, or, where neither 
the owner nor the charterer resides in the British 
Islands, £6000, to the Crown. The Board of 
Trade may allow this to be a continuing bond 
instead of one made before each voyage. 

Penalties are imposed for non-compliance with 
the provisions as to passenger steamers and for 
overcrowding. 

Passengers’ Lists 

The master of every ship carrying steerage pas¬ 
sengers from the British Islands to any port out 
of Europe and not within the Me&tcrranean Sea, 
or on a colonial voyage, must sign in" duplicate a 
passengers’ list, giving names and other particulars 
of every passenger, the list being countersigned by 
the emigration officer. To this list must be qdded 
any additional passengers taken op board, such an 
addition being countersigned by the port emigra¬ 
tion or customs officer. An emigrant ship for 
steerage passengers must not clear outwards or 
proceed to sea till the master has obtained a 
certificate of clearance, which certifies that all the 
statutory requirements have been so far complied 
with^and that the ship is seaworthy. An appeal 
against a refusal lies to the Board of Trade or to 
a (Jourt of Survey. Facilities for inspection must 
be afforded to the officers by the master. A ship 
proceeding without a certificate is liable to for¬ 
feiture. 

An emigrant ship which is detained in port 
after clearance for more than seven days, or puts 
into or touches at any other port in the British 
Islands, must not proceed to sea again without 
replenishing provisions and water and repairing 
any damage, and the master must obtain a fresh 
certificate for clearance. The master must report 
such putting back or calling and its cause to the 
emigration officer at that port. 

Passengers’ Contracts 

A passenger is entitled to a signed contract 
ticket in the approved form, and is under a 
penalty for its non-production on demand, or for 
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altering, destroying, or inducing any person to 
part with such a ticket. Any question of breach 
of such contract may «R the passenger’s option be 
tried before a Court of Summary Jurisdiction. 

Steerage Passengers—Regulations 

Escalations are made with regard to the sani¬ 
tary conditions and discipline on board. A fine 
of £2 or imprisonment may be imposed. Spirits 
must not be sold on board. 

The Act also provides for the maintenance of 
steerage passengers for forty-eight hours after 
arrival at the end of the voyage in the ship as 
during the voyage, the return of passage money 
and compensation of passengers when the passage 
is not provided according to contract, and for the 
subsistence of passengers at the expense of any 
ship in case the ship does not proceed on her 
voyage without delay as appointed. The payment 
is stipulated at so much per day. 

Penalties are imposed for landing steerago pas¬ 
sengers at the wrong place. In case of the wreck 
of an emigrant ship or damage to the ship necessi¬ 
tating putting j^fck to port, the master or owner 
must give Jiroemigration officer a written under¬ 
taking to're-embark the passengers in another ship 
within six weeks, or that the damaged ship shall 
be ilfade seaworthy within the same time. In 
the meantime the passengers must be lodged and 
maintained. * 

Penalties are imposed for carrying an excess 
number of steerage passengers. 

PASSAGE 

A passage broker within the Act is oneVvho 
at any place in the British Islands sells or lets* or 
agrees to sell or let, or is concerned in the selling 
or letting of steerage passages in any ship pro¬ 
ceeding from any place in Europe, not within the 
Mediterranean Sea. 

Passage brokers must enter into a bond with 
sureties approved by the emigration officer of 
£1000, and be licensed. Licences are granted 
after entry into the bond and deposit of security 
and notice to the Board of Trade, the authority 
being in London the justices, elsewhere in England 
the council of the county, borough, or county 
district, in Scotland the sheriff, and in Ireland the 
justices. Licences remain in force for thirty-one 
days after 31 December in each year. 

Emigrant Runner 

Passage brokers can only employ persons as 


List of Passengers Inwards 

There must be a list kept by the master of 
steerage passengers brought to the British Islands 
from any port out of Europe and not within tho 
Mediterranean Sea. This must be delivered within 
twenty-four hours of arrival to the emigration 
officer. Suitable provision of water and food 
must be made as in the case of emigration ships 
proceeding outwards. 

Rescue Expenses 

Tho expenses of rescue and conveyance of 
wrecked passengers from any ship carrying steer¬ 
age passengers from any port in the British Do¬ 
minions are defrayed in the first instance wholly 
or in part by the Secretary of State, Governor, 
or British Consul. Governors and British Consuls 
may forward such passengers. Such expenses 
paid by public officials may be recovered from the 
owner, charterer, or master of the passenger ship. 

Records in the Log 

The master of every British shijT must enter in 
the official logbook or keep a record of every oc¬ 
casion on which boat drill is practised on board 
and on which the life-saving appliances have been 
examined, and produce such record for inspection. 
There is not, however, any regulation requiring 
compulsory boat drill or other practice, which is 
regarded as a serious omission (see also Chapter VI). 

BROKERS 

agents who hold a signed appointment, counter¬ 
signed by the emigration officer at the nearest 
port. A list of agents and runners must be ex¬ 
hibited by the passage brokers at their offices, 
and lists must be supplied to the emigration 
officers. 

If any other person than a licensed passage 
broker or his bona-fide salaried clerk, in or within 
five miles of the outer boundaries of any port, 
takes or solicits or recommends any intending 
emigrant on behalf of any passage broker or 
owner, charterer, or master of a ship, orjjther 
person, in connection with the passage, or gives 
any information or assistance to any intending 
emigrant in any way relating to emigration, that 
person is an emigrant runner. An emigrant 
runner must be licensed as such by the licens¬ 
ing authority of the port, and will be liable to 
penalties for acting without being duly licensed 
and registered, as well as for certain acts of 



32 


SHIPPING 


[Part VI 


misconduct. Emigrant runners arc entitled to fees 
from a passage broker only when acting under 
a written authority, and are liable to penalties 
for taking or demanding fees from intending 
emigrants. 

Frauds in Procuring Emigration 

Any person who by false representation, fraud, 
or false pretence induces or attempts to induce 
any person to emigrate or engage a steerage pas¬ 
sage in any ship is liable to a fine of £50, or 
imprisonment for three months. Penalties are 
also imposed for various other frauds in connec¬ 
tion with assisting emigration.- 


Emigration Officers 

These officers and their f&sistants are appointed 
in the British Islands by the Board of Trade, and 
in British possessions by the Governor. 

Publication of Provisions of the Act 

Abstracts of this part of the Act and of Craters 
in Council are made by the Board of Trade and 
supplied to the Customs. The master of every 
emigrant ship must produce a copy to any steer¬ 
age passenger, and post copies in two conspicuous 
places between the docks on which steerage pas¬ 
sengers are carried. 


FISHING BOATS 


A special part of the Merchant Shipping Act, 
1894, relates to fishing boats in England and Ire¬ 
land ; partly to 

(а) All fishing boats and ty the whole fishing 
service; partly to 

(б) All fishing boats of 25 tons tonnage and 
upwards; and*partly to 

(c) Fishing boats being trawlers of 25 tons ton¬ 
nage and upwards, and, where expressly provided, 
to fishing boats being trawlers of whatever tonnage. 

The Board of Trade may exempt any class or 
extend the provisions to other fishing boats after 
enquiry. 

The general provisions of the Act in respect of 
master and seamen apply to*fishing boats in Scot¬ 
land whether employed exclusively on the coasts 
of the United Kingdom or not. 

“ Fishing boat” here means a vessel of whatever 
size, and in whatever way propelled, which is for 
the time being employed in sea fishing or in the 
sea-fishing service; but unless expressly provided 
it does not include a vessel used for catching fish 
other than for profit. 

A register of all British fishing boats is kept; 


and such boats must be lettered and numbered 
and have official papers. 

Before proceeding to sea, a registered fishing 
lx>at must be duly provided with boats according 
to her tonnage, and if carrying more than ten 
passengers, two lifebuoys and afcfeboat (or one of 
her boats made buoyant as a lifenbi^kept ready 
for use. Penalties are imposed in default. 

Rules are laid down with regard to discipline, 
records of death, injuries, ill-treatment, punish¬ 
ments, casualties, <kc., and provisions are also 
made for the settlement of disputes, for ascer¬ 
taining profits, rendering accounts by owners, 
and many other matters applying in general to 
fishing boats. 

Special provisions are applicable to fishing boats 
of 25 tons tonnage and upwards in regard to ap¬ 
prenticeship and agreements with boys; and the 
provisions applying to trawlers relate U> engage¬ 
ment of seamen, payment of wages and discharge, 
and certificates of skippers and second hands. 

Board of Trade regulations may be made respect¬ 
ing the conveyance of fish from trawlers to vessels 
engaged in collecting and carrying fish to port. 
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PILOTAGE 


A pilot is any person not belonging to a ship 
who lias the control thereof through a particular 
part of the voyage In early times it became cus¬ 
tomary to gjUT#fchartera to authorities, conferring 
privileges/Kto the supply and control of pilots 
at various places, and licensing of pilots became 
general. But there was a great confusion of au¬ 
thorities and no general system oi' by-laws. The 
Pilotage Act, 19] 3, was designed to remove this 
confusion, and as far as possible render the law 
of pilotage uniform as regards all ships, British 
and foreign, in the United Kingdom or the Isle 
of Man. The Act came into force on 1 April, 
1913. 

Organization 

It became the duty of tho Board of Trad\ % to 
take steps for the improvement of pilotage organi¬ 
zation at tho various ports, by consultation with 
pilotage authorities and by amending, supple¬ 
menting, or supplying by-laws. Either by the sub¬ 
mission of schemes by the pilotage authorities or 
by local inquiries, the Board may be informed as 
to the requirements. The opinion of pilots at each 
port is to be ascertained before new by-laws are 
sanctioned by the Board. The Board carries its 
decisions into effect by Pilotage Orders. 

General Pilotage Orders 

By Pilotage Orders (which in this case require 
confirmation by Parliament only if a petition is 
presented to the Board of Trade by an interested 
person within six weeks of publication) the Board 
of Trade deals with general pilotage matters. 
These comprise the rearrangement or establish- 

vot. VII. 


ment of pilotage authorities and districts, com¬ 
mittees, representation of the various interests, 
accounts, compulsory pilotage, making of by-laws 
as to pilots’ certificates, compensa]iou to pilots, 
Ac. Pilots and shipowners, dock and harbour 
authorities, are to be represented on the pilotage 
authorities. The Board may appoint an Advisory 
Committee of interested parties. 

Compulsory Pilotage ' 

The employment copilots has always been com¬ 
pulsory in certain districts, with certain exemp¬ 
tions. The Act continued in force all existing 
provisions for compulsory pilotage, but made all 
existing exemptions to cease, and exemptions to 
depend in future upon the Act and Orders and 
by-laws under it. Every ship (other than an ex¬ 
cepted ship) while navigating in a pilotage dis¬ 
trict in which pilotage is compulsory, in entering* 
leaving, or making use of any port in the district* 
and every ship carrying passengers (other than 
an excepted ship) while navigating for any such 
purpose in any pilotage district (whether pilotage 
is compulsory there or not), must be either under 
the pilotage of a licensed pilot of the district, or 
of a master or mate possessing a pilotage certifi¬ 
cate for the district who is bona fide actis^aa 
master or mate of the ship. The penalty for in¬ 
fringement after a licensed pilot has offered his- 
services to the ship, is a fiue of double the dues, 
which might have been demanded for conduct. 

Ships excepted from this requirement are: Ship* 
belonging to His Majesty, pleasure yachts, fish¬ 
ing vessels, ferry boats plying as such exclusively 
within the limits of a harbour authority, ship* 
S3 9* 
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of less than 50 tons gross tonnage, and ships 
exempted by by-laws. 

By-laws may be made by a pilotage authority 
exempting from compulsory pilotage the following 
classes of ships, if not carrying passengers, up to 
a fixed limit of gross tonnage, viz.: Ships trading 
coastwise, home-trade ships trading otherwise 
than coastwise, ships whose ordinary course of 
navigation does not extend beyond the seaward 
limits of a harbour authority while navigating 
within those limits or specified limits. 

Tugs, dredgers, sludge vessels, barges, and simi¬ 
lar craft belonging to certain public authorities do 
not usually come under the regulations of com¬ 
pulsory pilotage. 

Liability of Owner or Master 

The owner or master of a vessel navigating 
under circumstances in which pilotage is com¬ 
pulsory is answerable for any loss or damage 
caused by the vessel or by any fault of the navi¬ 
gation of the vessel in the .same manner as he 
would be if pilotage were not compulsory; but 
this provision—a. change in the law—is not to 
take effect urftil 1 January, 1918, unless an earlier 
date is fixed by Order in Council. 

Pilotage Authorities—Licensing of 
Pilots 

Pilotage authorities may license pilots for their 
district and exercise incidental powers. They 
may make b^-laws as to the qualification, number, 
government, supply, and employment of pilots 
and pilot boats, bonds, fines, and penalties, rates 
of payment for services and distribution of dues, 
benefit funds, examinations for certificates and 
their grant, and other matters, subject to con¬ 
firmation by the Board of Trade. The Board of 
Trade, on representation by interested parties, may 
revoke or vary by-laws or require an authority 
to make by-laws. 

The form of licence must be approved by the 
Board, and a licence must be produced and de¬ 
livered up as required. 

The receipts and expenses of a pilotage autho¬ 
rity must be ordered in accordance with the Act, 
and triennial returns and annual statements of 
account must be sent by pilotage authorities to 
the Board of Trade, whose officers have a right 
to inspect books and documents. 

Masters’ and Mates’ Certificates 

Pilotage authorities may grant certificates to 
bona-fide masters or mates of ships if, after exami¬ 


nation, they are satisfied that, having regard to 
their skill, experience, and local knowledge, they 
are capable of piloting thi ships of which they are 
masters or mates within their district. 

Such a master or mate must generally be a 
‘ British subject, and in certain cases must hold at 
least a mate’s certificate. 

A pilotago certificate must be in approved^, m, 
is in force for not more than a year, but may be 
renewed; may be made to extend to more than 
one ship of the same owner, and may be altered by 
the authority so as to relate to a similar ship. 

Masters and mates not British subjects may 
under certain conditions obtain certificates. A 
certificate granted before 1 June, 1906, to such a 
master or mate may be renewed. The Board of 
Trade may authorize the master or mate not a 
British subject of a ship of substantially the same 
class and trading regularly between the same ports 
as a foreign ship which on 1 June, 1906, was ex¬ 
empt from obligation to carry a licensed pilot, or 
had habitually been piloted by the master or mate 
of the ship who held a pilotage certificate, to apply 
to the pilotage authority for a pilotage certificate, 
and he may obtain one as if were a British 
subject. But on grounds of pitM kv safety the 
Admiralty may at any time exclude a. v port or 
district from the operation of this provisions Such 
an Order was made by the Admiralty on 7 March, 
1913, and the following areas were excluded from 
the operation of this provision? (1) the London 
pilotage district; (2) the Harwich pilotage district; 
so much of the Humber pilotage district as lies to 
the north of Grimsby. 

A pilotage authority may suspend or revoke a 
pilot’s licence or any pilotage certificate for an 
offence under the Act or misconduct. Complaints 
ag^fnst an authority as to the discharge of their 
duties may be made to the Board of Trade. A 
pilot may appeal against refusal or non-renewal of 
a licence, or against a fine exceeding £2, to the 
County Court judge or metropolitan or stipendiary 
magistrate having jurisdiction; in Scotland to the 
Sheriff. 

Rights and Duties of Pilots 

A pilot licensed for the district may supersede 
any pilot not so licensed who is employed to pilot 
a ship in the district; questions as to division of 
fees are settled by the pilotage authority. Penalties 
are imposed upon unlicensed pilots acting after a 
licensed pilot has offered his services, and upon 
masters employing them. Pilots must be fur¬ 
nished, with copies of the Act, Orders, and by¬ 
laws by the pilotage authority. They must 
produce their licences on the employers’ demand, 
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and a fine of £20 is incurred by anyone falsely 
representing himself to be a licensed pilot for the 
district. 

A licensed pilot may limit his liability for neglect 
or want of skill by tho terms of a bond. 

Pilot Boats and Signals 

All vessels regularly employed in the pilotage 
service of a district must be approved and licensed 
by the pilotage authority; and the masters may 
be appointed and approved by the authority. 
Every pilot boat must be distinguished by tho 
name of owner and port, colour (usually black), 
and a largo flag of white and red. The pilot flag 
must be displayed when a pilot is on board navi¬ 
gating a ship, or when a qualified master or mate 
is navigating. A master of a ship with an obliga¬ 
tion to take a pilot navigating within a compulsory 
district, or in any case if an unlicensed pilot is in 
charge, must display a pilot signal until a licensed 
pilot comes on board. Facilities must be given 
for a pilot getting on board ship. 

,/Sifences by Pilots 

A pUjm ■ who when piloting a ship, by wilful 
brcacjfor neglect of duly or through drunkenness, 
endangers the ship or the safety of any jier.son, or 
omits any proper precaution, is guilty of a mis¬ 
demeanour. A person who by wilful misrepre¬ 
sentation obtains charge of a ship is liable, in 
addition to damages, to a penalty of £100. 

Any licensed pilot is liable to a fine of £100 who 
commits any of the following offences: Keeping or 
being interested in licensed premises for the sale 
of intoxicating liquor or being interested in the 
sale of tobacco or tea; being concerned in\ny 
corrupt practices relating to ships, cargo, pas¬ 
sengers, wrecks, Ac.; lending his licence; acting 
while suspended or in a state of intoxication; 
employing while piloting anchor, cable, or any¬ 
thing to enhance the expense and increase his own 
gain; refusing or wilfully delaying to answer a 
pilot signal when so required; unnecessarily cutting 
or slipping a ship’s cable; refusing to conduct the 
ship into port on a master’s reasonable request; 
quitting the ship before his service is performed 
and without the master’s consent. 

Any person aiding and abetting such an offence 
is liable to a fine of £100 in addition to damages. 

Recovery of Pilotage Dues 

Pilotage dues for any ship for which the ser¬ 
vices of a licensed pilot are obtained are payable 
by (a) the owner or master, (6) as to pilotage in¬ 


wards, such consignees or agents as have paid or 
made themselves liable for any other charge on 
account of the ship in the port of her arrival or 
discharge; as to pilotage outwards, such con¬ 
signees or agents as have paid or made themselves 
liable for any other charge on account of the ship 
in the port of her departure. 

Dues may be recovered in the same manner as 
fines after a previous written demand. Any con¬ 
signee or agent (not the owner or master) who 
is made liable for pilotage dues may retain the 
amount, and reasonable expenses, out of any 
moneys received by him on account of the ship. 

Pilots must not demand or receive, and masters 
must not offer or pay, pilotage dues other than the 
lawful rates, under a penalty of £10. 

Trinity House 

Trinity House, London—the Corporation of 
Trinity House of Deptford Strond—is an institu¬ 
tion which was incorporated under Henry VIII, 
and authorized to frame articles in any wise con¬ 
cerning the science or art of mariners. Subsequent 
charters greatly extended its powers. Maritime 
societies, known as Trinity House, also exist at 
Hull, Newcastle-on-Tyne, Leith, and Dundee, but 
do not exercise such full powers. 

The London Trinity House is the general light¬ 
house authority for England and Wales, as well 
as the pilotage authority. It consists of a master,* 
deputy-master, and elder brethren, acting and 
honorary. Two cider brethren sit in Admiralty 
cases as assessors to 'assist the court. 

The pilotage districts under Trinity House are: 

(1) the London district, comprising the Thames 
and Medway from London Bridge to Rochester 
Bridge, with the sea and channels leading thereto 
as far as Orfordness to N. and Dungeness to S.; 

(2) the English Channel district, i.e. the seas 
between Dungeness and the Isle of Wight; and 

(3) the outports districts. 

In connection with pilotage, Trinity House has 
the power of exercising authority through sub- 
commissioners ; and any district under the autho¬ 
rity of such commissioners is called a Trinity 
House outport district. The powers and duties 
of Trinity House as the pilotage authority for 
such outport districts are performed through 
mittees. 

Certain pilotage dues in the port of London are 
collected in the first instance by officers of Cus¬ 
toms and Excise, viz. those in respect of foreign 
ships, not being excepted ships, trading to and 
from the port of London. 

As to ships inwards, the full amount of pilotage 
dues for the distance piloted, and as to ships out- 
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wards, the full amount of dues for the distance 
required by law, is to be paid to the chief officer 
of Customs and Excise in the port of London by 
the master, or any consignees or agents of the 
ship who have paid or made themselves liable 
to pay any other charge for the ship in the port 
of London. This officer gives a receipt for the 
dues, and in the port of London the ship may be 
detained until the receipt is produced to the 


proper officer of Customs and Excise. The chief 
officer of Customs and Excise pays over to Trinity 
House the pilotage dues, which are applied in 
paying for pilotage services any residue going to 
Trinity House Pilot Fund. 

A pilot may become entitled to salvage dues if 
it is clearly shown that he has performed services 
beyond those required from his duty as ^JlTot. 
(See Chapter VIII of this Part.) 


LIGHTHOUSE^ 


A lighthouse, in addition to its ordinary mean¬ 
ing, includes any floating or other light exhibited 
for the guidance of ships, and any sirens or other 
description of fog signals, or addition to any light¬ 
house of any improved light, siren, or other fog 
signal. 

Authorities 

As a general rule, the superintendence and man¬ 
agement of all lighthouses, buoys, and beacons are 
vested: 

In England end Wales and the Channel Islands, 
adjacent seas and islands, and Gibraltar, in 
Trinity House ; 

In Scotland and the adjacent seas and islands 
and the Isle of Man, in the Commissioners 
of Northern Lighthouses; and 
* In Ireland and adjacent seas and islands, in the 
Commissioners of Irish Lights. 

Persons wkh a local jurisdiction may be en¬ 
titled to exercise certain rights. 

Lighthouse authorities must make returns to the 
Board of Trade, and the Board, on complaint of 
insufficiency or improper management, may appoint 
an inspector. Trinity House and its officers may 
also inspect any lighthouse. 

A lighthouse authority lias ]>ower to erect or 
place any lighthouse, and add to, alter, or remove 
any lighthouse, erect or alter or remove any buoy 
or beacon, or vary the character of any lighthouse, 
with the incidental powers necessary to carry these 
objects into effect. 

The Commissioners of Northern Lighthouses 
and of Irish Lights must submit a scheme to 
'"‘SWttity House and obtain the sanction of the 
Board of Trade before exercising their powers. 
Trinity House, with the sanction of the Board of 
Trade, may direct these two Lighthouse Authori¬ 
ties as to works to be done. 

Light Dues 

A general lighthouse authority levies dues pay¬ 


able in respect of all ships, except those belonging 
to the King and others exempted. The scale may 
be revised by Order in Council. Tables of light 
dues must be posted at all Customs houses. Light 
dues aie levied with respect to the voyages made 
by ships or by way of periodical payment, anil no 
longer with respect to the lights passed. The 
scale is provided by the Act of 1898, but may be 
varied by Order in Council. Persons liable in 
respect of any ship are the owner or master or 
the consignees or agents who h^ive paid oi made 
themselves liable to pay any o^er charge on 
account of the ship at the port ot TKv ai rival or 
discharge. A ship may lie distrainciH.’ipon in 
default. \ 

All light dues are credited to the General Light 
house Fund. 

Local Lighthouses 

Lighthouses under any local management are 
ins{)ected by the general lighthouse authorities, 
who, with the sanction of the Board of Trade, 
have control over any local lighthouse authority. 

ljfiail light dues must be applied by the Authority 
for the purpose of construction and maintenance 
and improvement of the lighthouses, buoys, and 
beacons. 

Expenses of General Lighthouse 
Authorities 

These are met out of the General Lighthouse 
Fund, establishments being fixed by Order in 
Council. Estimates of accounts of expenses must 
be sent to the Board of Trade for approval. For 
the purposes of construction and repair, the Treas¬ 
ury may make advances. The Lighthouse Fund 
may be mortgaged by the Board of Trade. 

Offences 

Wilful or negligent injury to any lighthouse 
or lights, buoy or beacon, removal, alteration, 
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obstruction, or other injury, is an offence subject 
to a fine of £50. 

False lights may be put down by a lighthouse 
authority after giving notice for removal. Failure 
to comply with the notice is an offence subject to 
a fine of £100. 

Special Jurisdiction 

In the Channel Islands the powers of Trinity 
House must not be exercised without tjie con¬ 
sent of His Majesty in Council, nor dues col¬ 
lected without the consent of the States of those 
islands. 

In any British possession, with the consent of 
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the local legislature, lighthouse dues may be fixed 
by Order in Council. 

Application of Funds 

All fees, charges, and expenses payable in respect 
of survey, fees received by the Board of Trade and 
other authorities other than fines and forfeitures, 
and the general revenue resulting from the adminis¬ 
tration of the Act (except such dues as are payable 
to the General Lighthouse Fund), are paid into the 
Exchequer. All salaries, expenses, superannuation 
allowances, claims, {tensions, costs, and expenses are 
paid out of moneys provided by Parliament, and 
the accounts after audit are laid before Parliament 


TOWAGE 


Towage is a contract by which one vessel is 
employed to expedite the voyage of another, and 
is somewhat similar to salvage. (See Chapter 
VIII of this Part.) 

The employment of a steam vessel as a tug for 
towage is a contract implying risk both to the tug 


and the tow. There is no implied warranty to 
bring the ship to its destination at all hazards. In 
case of a collision between a tug and another 
vessel, if not actually in fault the tow is not liable, 
as a barge in tow has a right to expect that the 
tug will be carefully navigated. • 


ENQUIRIES INTO CASUALTIES 


With the object of avoiding disaster at sea, the 
law has not only made certain safety regulations, 
but has provided that a searching enquiry shall be 
held into casualties which have occurred. 

Where a shipping casualty has occurred, a pre¬ 
liminary enquiry may be held by the inspecting 
officer of the coastguard, or chief officer of customs 
near the coast, of the United Kingdom where it 
occurs, of elsewhere by such officer near any p^ce 
where witnesses arrive or are found or can be con¬ 
veniently examined, or in any case by any person 
appointed by the Board of Trade. 

Whero such a person, after a preliminary en¬ 
quiry, thinks a iormal investigation should beheld, 
or the Board of Trade directs one, a Court of Sum¬ 
mary Jurisdiction may hold such an investigation; 
or a Wreck Commissioner may hold an investiga¬ 
tion on request of the B6ard of Trade. The Court 
lias the assistance of assessors, and makes a report 
to the Board of Trade. The Board of Trade may 
cause an enquiry to be held in the case of loss of 
life from any fishing vessel’s boat. The Board of 
Trade may suspend or cancel the certificate of any 
master, mate, or engineer convicted of any offence, 
and such a certificate may be cancelled or sus¬ 


pended by any Court conqietent to hold a formal 
investigation into a casualty or an enquiry into* 
the conduct of a master, mate, or engineer, acting 
under the powers of tjie Act. The Board of Trade 
may cause an enquiry to be held as the conduct 
of a certificated officer. Admiralty Courts may re¬ 
move the master of any ship. The Board of Trade 
may order a case to be re-heard if new or impor¬ 
tant evidence comes to light or there is a sus¬ 
picion of a miscarriage of justice. In certain cases 
Colonial Courts may enquire into casualties and 
the conduct of officers. 

A Naval Court may be summoned by any officer 
in command of any of II.M. ships at a foreign 
station, or in his absence by a consular officer, 
and consists of from three to five members. Such 
a Court hears any complaint or investigates any 
wreck, abandonment, or loss. A Naval Court has 
power to remove the master or cancel or suspend 
certificates, discharge seamen, order payment Tu 
wages, and decide disputes and award costs and 
punishments. The Court may send a prisoner to 
the United Kingdom or to a British possession. 

Every Naval Court must make a full report to 
the Board of Trade. 
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SAFETY PROVISIONS 


Seaworthy Ships 

Any person sending or attempting to send, or 
party to the sending of or attempting to send, a 
British ship to sea in such an unseaworthy state 
that the life of any person is likely to be thereby 
endangered, is guilty of a misdemeanour, unless 
he proves that he used all reasonable means to 
ensure her being sent to sea in a seaworthy state, 
or that her going to sea in an unseawortliy state 
was under the circumstances reasonable and jus¬ 
tifiable. The master of such a British ship know¬ 
ingly taking her to sea in such an unseaworthy 
state is guilty of a misdemeanour, unless he 
proves that under the circumstances it was reason¬ 
able and justifiable. This does not apply to any 
ship employed exclusively in trading, or going 
from place to place, on any British river oi inland 
water. 

Notwithstanding any agreement to the contrary, 
there is an implied obligation in every agreement 
of service thaj the owner and the master and 
every agent charged with loading or preparing or 
sending the ship to sea will use all reasonable 
means to ensure the seaworthiness of the vessel 
at the time the voyage commences, and keep her 
in a seaworthy condition during the voyage. (See 
,Chapter III of this Part.) An unsafe ship either 
by reason of defective condition of hull, equip¬ 
ment, machinery, or undermanning, may Ik- de¬ 
tained by thg authorities. * 

In any proceedings against any seaman or ap¬ 
prentice for desertion or absence without leave, if 
a certain proportion of the seamen allege that the 
ship was not in a fit condition to proceed, or had 
insufficient accommodation, the Court mav have a 
ship surveyed. 

Courts of Survey 

A Court of Survey for a port or district consists 
of a judge and two assessors. The judge is sum¬ 
moned for the purpose out of a list, approved by 
the Secretary of State, of Wreck Commissioners, 
stipendiary or metropolitan police magistrates, 
"S^QUpty Court judges or other fit persons, or may be 
a special Wreck Commissioner. Assessors are per 
sons of nautical, engineering, or other special skill 
and experience summoned out of a list of persons 
periodically approved by a local marine board, or 
board of local shipowners or merchants, or ap¬ 
pointed by the judge. Wreck Commissioners are 
appointed by the Lord Chancellor. There are not 
to be more than three at any one time. 


A Court of Survey hears every case in open 
Court, acting under general rules. 

In cases of construction or scientific difficulty, 
the Board of Trade may refer a question to scien¬ 
tific referees. 

Draught of Water 

The *Board of Trade may direct any person 
appointed by them to record the draught of water 
of any sea-going ship, as shown on the scale of 
feet on her stem and stern, and the extent of her 
clear side in feet and inches, upon her leaving any 
dock, wharf, port, or harbour and proceeding to 
sea. The master of every British sea-going ship 
upon so leaving must record her draught of water 
and the extent of her clear side in the official log¬ 
book, and produce the record when demanded. 

“Clear side” means the height from the water 
to the upper side of the plank of the deck from 
which the depth of hold as staged in the register 
is measured, and the measurement, of the clear 
side is to be taken at the lowest parTV^lhe side. 

Marking of Load Lines 

Every British ship, and foreign ships wlii'e 
within any port in the United Kingdom, except 
sailing ships under 80 tons register employed 
solely in the coasting trade, fishing and pleasure 
yachts, or ships employed exclusively in trading 
or going from place to place in any river or inland 
water in British possessions, must be permanently 
and conspicuously marked with deck lines of ro- 
qujjfcd size and position. The owner of every such 
ship must mark upon each of her sides amidships 
a circular disc of the required colour, 12 in. in 
diameter, with a horizontal line of 18 in. through 
its centre. The centre of the disc, placed on a 
level approved by tho Board of Trade below the 
deck line, indicates the maximum load line, the 
“Plimsoll mark”, to which it is lawful to load 
the ship. Ships with the centre of the disc sub¬ 
merged are deemed unsafe, and will ho detained. 

The times for marking the load line arc stipu¬ 
lated by the Act in the case of foreign-going 
vessels and coasting vessels, and penalties are im¬ 
posed for failure to mark and for concealing, alter¬ 
ing, or obliterating a mark. The Board of Trade 
appoint the Committee of Lloyd’s Register or any 
other such corporation or association or officer of 
the Board of Trade to approve and certify the 
position of any disc indicating the load line, and 
make regulations as to load lines. The provisions 
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of a Colonial Legislature with respect to load lines 
may be declared by Order in Council and have 
the same effect; and the Board of Trade may 
certify that regulations of a foreign country may 
be effective also. 

The Act contains special restrictions on the 
carriage of dangerous goods. (See Chapter VI 
of tftis Part.) 

Provisions controlling the loading of timber as 
deck cargo are contained in the Acts of 1894 and 
1906, and for the carriage of grain in the,Act of 
1894. (See Chapter VI of this Part.) 

Equipment and Provisions for Safety 

Every British sea-going steamship, if employed 
to carry passengers, must have her compasses 
properly adjusted from time to time, and every 
British sea going steamship not used wholly as a 
tug must have fire hose connected with her engines. 
Penalties are imposed in default, and also upon 
any person who places undue weight on the safety 
valve. 

Signals of distress must be used or displayed 
only in the case of actual need, and a sea-going 
passenger jrJlimev or emigrant ship must be pro¬ 
vided wryfi signals of distress and proper supply 
of inextinguishable lights for attachment to life¬ 
buoys. Life-saving appliances must be carried, 
having regard to the nature of the service on 
which the ship is employed. A surveyor of ships 
may inspect for this purpose. The provisions 
may be applied to foreign ships in British ports. 
Anchors and chain cables must be tested in ac¬ 
cordance with regulations. 

Wireless Telegraphy m 

Wireless telegraphy has revolutionized com¬ 
munication with vessels at sea, and substituted, 
as far as regards ships which are installed with 


this apparatus, other distress signals. The distress 
signal is S.O.S. or C.Q.D. 

The International Conference on Wireless Tele¬ 
graphy, which concluded its sittings in July, 1912, 
considered the use of wireless telegraphy for the 
prevention of disasters at sea, and passed a unani¬ 
mous resolution in favour of the principle of com¬ 
pulsory equipment of ships in the general interests 
of navigation; this to be brought about by inter¬ 
national agreement. The Conference also recom¬ 
mended the establishment in each maritime coun¬ 
try of a number of coast stations with a permanent 
service adequate to the needs of navigation. New 
regulations to render the use of wireless telegraphy 
at sea more effective were passed. Ships are to lie 
required to provide an auxiliary source of power 
able to work the wireless apparatus for at least 
six hours. This installation is to be placed in as 
secure a position as possible, and must be entirely 
self-contained, so that an accident to the ship 
which stops the working of the ship’s engines need 
not affect the wireless apparatus. On ships of the 
first class a permanent watch by two fully qualified 
wireless operators must lie maintained, and on 
ships of the second class an operatqf is required to 
listen during the first ten minutes of every hour. 
In small shijis, fishing boats, &c., no regular period 
is presented. The Government will determine 
tlie classification. 

Both ship and shore stations are to suspend 
work and listen at the end of each quarter of an • 
hour in cases where it is likely that distress calls 
might not otherwise be heard. A ship in distress 
is to have control ofer the wirele.u working of 
all stations in its vicinity; the wireless operators 
on board being placed under the control of the 
captain. 

Other regulations facilitating communication 
with the shore by transmission of radio-telegrams 
by intermediate ships and intercommunication 
between ships were agreed to by the Conference. 


PREVENTION OF COLLISIONS 


Regulations applying to all foreign ships while 
they are within British jurisdiction, as well as to 
British ships, are made by Order in Council on 
the recommendation of the Admiralty and the 
Board of Trade for the prevention of collisions 
at sea. These regulations deal with distinctive 
lights and colours for various classes of ships, fog 
signals and speed in fog, steerage and sailing 
rules, signals for a vessel in sight of another, dis¬ 
tress signals, &c. (See Appendix to Vol. VIII.) 

Owners and masters of ships must obey the 
regulations, and not carry or exhibit any other 


lights, or use any other fog signals than those 
presented, non-observance being a misdemeanour. 
Surveyors of ships may inspect any ship for the 
purpose of seeing the provision of lights and f c** 
signals. 

In every case of collision between two vessels it 
is the duty of the master or person in charge of 
each vessel, so far as he can without danger to his 
own vessel, crew, or passengers, to render the other 
vessel such assistance as may be practicable and 
necessary, and to stay by until further assistance 
is not needed, and also to give the master or 
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person in charge of the other vessel the name and 
port of his own vessel, anil the names of the ports 
from which she has come and to which she is 
bound; hut failure of the master to stand by is 
no longer a presumption that the collision was 
due to his wrongful act or neglect or default. 
Failure to comply with any of these requirements 
is a misdemeanour. 

Wherever practicable, the master must immedi¬ 
ately after the occurrence enter a statement of any 
collision and the circumstances in the official log¬ 
book, the entry to be signed by the master and 
by the mate or one of the crew. 

By agreements with foreign countries, these 
collision regulations may be made applicable to 
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foreign ships outside British jurisdiction. (See 
also Chapter X of this Part.) 

Report of Accidents 

When a steamship has sustained any accident 
occasioning loss of life or serious injury to any 
person, or material damage affecting her seawdlthi - 
ness or efficiency, it must be reported by the owner 
or master within twenty-four hours, or as soon 
after a^s possible, to the Board of Trade. The 
managing owner or the ship’s husband of any 
British ship must report to the Board of Trade, 
in writing, the loss or feared loss of any British 
ship. 


THE TITANIC COMMISSION AND ITS RECOMMENDATIONS 


The enquiry by the Wreck Commissioner into 
the loss of the Titanic in April, 1912, was the 
most important enquiry of this nature that has 
been held, and its findings are entitled to the 
utmost consideration both in their bearings upon 
the actual requirements of the law and the regula¬ 
tions and administration of the Board of Trade. 
The peculiar facts of the case affecting that vessel’s 
navigation, of the greatest public interest, at the 
time, do not concern us here. The wreck was due 
to collision with an iceberg brought about through 
•navigation at excessive speed, but the captain was 
not found to have been negligent, as hitherto such 
navigation in ice had not been considered dangerous. 

The specially appointed *Wreck Commissioner 
was Lord Mersey of Toxteth, better known as 
Mr. Justice Bigbam, who was for a short time 
President of the Probate, Divorce, and Admiralty 
Division of the High Court, and who while at the 
Bar had a wide experience of commercial and 
shipping cases. Five assessors sat with the Com¬ 
missioner: Rear-Admiral the Hon. S. A. Gough- 
Calthorpe, Captain A. W. Clarke, Commander 
F. C. A. Lyon, Professor J. H. Biles, D.Sc., LL.D., 
and Mr. E. C. Chastoo, R.N.R. 

The Court held thirty-seven public sittings, and 
the Report was issued on 30 July, 1912. 

It has been remarked that every great maritime 
disaster has been followed by an increase in know- 

jge and improvement in practice which have 
secured greater safety and improved design and 
construction. This may be expected to be pecu¬ 
liarly true in regard to the Titanic. The Marine 
Department of the Board of Trade has always 
endeavoured to improve upon the condition of 
things actually required by the Merchant Shipping 
Acts, and ships have generally been equipped (as 
in the case of the Titanic’s boats) beyond the 


legal requirements. Without waiting for this 
Report or new regulations, many shipping com¬ 
panies expressed the intention of providing boat 
accommodation for every passenger. While the 
Report failed to find any j unification for the 
alleged want of due care in the ^supervision of 
the Board of Trade, the Commissions was not 
satisfied with the explanations offered excuse 
of the delay in revising the rules and regulations 
made so long ago as 1894. 

Perhaps the most noticeable recommendation 
was that, which would disregard what had been till 
that time a matter of international acceptance, viz. 
that when ships are divided into efficient water¬ 
tight compartments, boat equipment and other 
life-saving appliances may be proportionately re¬ 
duced. While recommending an improved divi¬ 
sion into water-tight bulkheads, the Court was 
noy of opinion that boat equipment coffld be re¬ 
garded as a subordinate matter. 

The Recommendations of the Court 

Water-tight Subdivision .—That the newly ap¬ 
pointed Bulkhead Committee should enquire and 
report, among other matters, on the desirability 
and practicability of providing ships with (a) a 
double skin carried up above the waterline; or, as 
an alternative, with ( b ) a longitudinal, vertical, 
water-tight bulkhead on each side of the ship, 
extending as far forward and aft as convenient; 
or (c) with a combination of (a) and (b). Any one 
of the three (a), (b), and (c) to be in addition to 
water-tight transverse bulkheads. 

That the Committee should also enquire and 
report as to the desirability and practicability of 
fitting ships with (a) a deck or decks at a con¬ 
venient distance or distances above the waterline 
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which shall be water-tight throughout a part or 
the whole of the ship’s length; and should in this 
connection report upon (6) the means by which 
the necessary openings in such deck or decks 
should be made water-tight, whether by water¬ 
tight doors or water-tight trunks, or by any other 
and what means. 

That the Committee should consider and report 
generally on the practicability of increasing the 
protection given by subdivision; the object being 
to secure that the ship shall remain afloat with the 
greatest practicable proportion of her length in 
free communication with the sea. 

That when the Committee has reported upon 
the matters before mentioned, the Board of Trade 
should take the report into their consideration and, 
to the extent to which they approve of it, should 
seek statutory powers to enforce it in all newly- 
built ships, but with a discretion to relax the 
requirements in special cases where it may seem 
right to them to do so. 

That the Board of Trade should be empowered 
by the Legislature to require the production of 
the designs and specifications of all ships in their 
early stages of construction, and to direct such 
amendments of the same as may be thought neces¬ 
sary and practicable for the safety of life at. sea in 
ships. (This should apply to all passenger-carrying 
ships.) 

Lifeboats am £ Rafts. —That the provision of 
lifeboat and raft accommodation on board such 
ships should bo based on the number of persons 
intended to be carried in the ship and not upon 
tonnage. 

That the question of such accommodation should 
lx*, treated independently of the question of the 
subdivision of the ship into water-tight compart¬ 
ments. ^This would involve the abolition of Rule 
12 of the Life Saving Appliances Rules of 1902, 
which is to the following effect:—“When ships 
of any class are divided into efficient water-tight 
compartments, to the satisfaction of the Board of 
Trade, they shall only be required to carry addi¬ 
tional boats, rafts, and buoyant apparatus of one- 
half of the capacity required by these rules, but the 
exemption shall not extend to life-jackets or similar 
approved articles of equal buoyancy suitable to be 
worn on the person.’’) 

That the accommodation should be sufficient 
for all persons on board, with, however, the quali¬ 
fication that in special cases where, in the opinion 
of the Board of Trade, such provision is imprac¬ 
ticable, the requirement may be modified as tho 
Board may think right. (In order to give effect 
to this recommendation, changes may be necessary 
in the sires and types of boats to be carried and in 
the method of stowing and floating them. It may 


also be necessary to set apart one or more of the 
boat decks exclusively for carrying boats and drill¬ 
ing the crew, and to consider the distribution of 
decks in relation to the passengers’ quarters.) 

That all boats should be fitted with a protective, 
continuous fender, to lessen the risk of damage 
when being lowered in a seaway. 

That the Board of Trade should lie empowered 
to direct that one or more of the boats be fitted 
with some form of mechanical propulsion. (This 
is permissible but not compulsory under the Regu¬ 
lations of 1910.) 

That there should be a Board of Trade regula¬ 
tion requiring all boat equipment (under sections 
5 and 6, page 15 of the Rules, dated February, 
1902, made by the Board of Trade, and requiring 
the equipment of boats with oars and appliances 
for navigation, lamps, &c.) to be in the boats as 
soon as the ship leaves harbour. The sections 
quoted alvovo should be amended so as to provide 
also that all boats and rafts should carry lamps 
and pyrotechnic lights for purjtoses of signalling. 
All boats should bt: provided with compasses and 
provisions, and should be very distinctly marked 
in such a way as to indicate plainly the number 
of adult {arsons each boat can carry when being 
lowered. 

That the Board of Trade inspection of boats 
and life-saving appliances should be of a more 
searching character than hitherto. (This and 
other recommendations bear out the Report on* 
the Oceana. See page 29.) 

Manning the Bmtg and Boat Drills .—That in 
cases where the deck hands arc nefc sufficient, to 
man the boats, enough other members of the 
crew should be men trained in boat work to make 
up the deficiency. These men should be required 
to pass a test in boat work. 

That in view of the necessity of having on hoard 
men trained in boat work, steps should be taken 
to encourage the training of boys for the Merchant 
Service. (See Chapter III of this Tart.) 

That the operation of section 115 and section 
134 (a) of the Merchant Shipping Act, 1894 (re¬ 
lating to agreements with and wages of the crew), 
should be examined, with a view to amending the 
same so ,'is to secure greater continuity of service 
than hitherto. 

That the men who are to man the boats should 
have more frequent drills than hitherto. That in 
all ships a boat drill, a fire drill, and a water-tight 
door drill should be held as soon as possible after 
leaving the original port of departure and at con- < 
venient intervals of not less than once a week 
during the voyage. Such drills to be recorded in 
the official log. 

That the Board of Trade should be satisfied in , 
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each case before the ship leaves port that a scheme 
has been devised and communicated to each officer 
of the ship for securing an efficient working of the 
boats. 

General Recommendations. — That every man 
taking a lookout in such ships should undergo a 
sight test at reasonable intervals. 

That in all such ships a i>olicc system should 
be organized so as to secure obedience to orders, 
and pro[>er control and guidance of all on board in 
times of emergency. 

That in all such ships there should be an instal¬ 
lation of wireless telegraphy, and that such installa¬ 
tion should be worked with a sufficient number of 
trained operators to secure a continuous service 
by night and day. In this connection regard 
should be had to the resolutions of the Interna¬ 
tional Conference on Wireless Telegraphy (see page 
38). That where practicable a silent chamber for 
“ receiving ” messages should form part of the in¬ 
stallation. 

That instruction should be given in all Steam¬ 
ship Companies’ Regulations that, when ice is 
reported in or near the track, the ship should 
proceed in the«dark hours at a moderate speed 

LIFE-SAVING 

The Rules for Life-saving Appliances issued by 
•the Board of Trade are set out in an Appendix 
to Vol. VIII. 

In June, 1913, the Departmental Committee on 
Boats and Davits made important recommen¬ 
dations in their Report (w r ith Designs) (Cd. 6846). 

This Committee was appointed to advise the 
Board of Trade as to what are the most efficient 
arrangements for stowing boats m steamships of 
all classes, for launching them in an emergency, 
and for embarking the passengers and crew; as to 
whether, and if so to what extent, mechanical 
propulsion can with advantage be adopted either 
in addition to or in substitution for propulsion by 
oars aud sails; and as to the question of rafts, and 
in particular whether, if of approved character, 
they should be allowed in substitution for boats, 
and if so to what extent and under what con¬ 
ditions ; and generally on the subject of safety of 
life at sea. The principal recommendations were 
as follows:— 

Stability 

• Stirling’s Rule should in all cases be used to 
determine the capacity of open boats. The actual 
stability of a boat when fully loaded should be 
the criterion of the fitness of the boat to carry 
the intended number of t'ersons. The stability of 


or alter her course so as to go well clear of the 
danger zone. 

That the attention of masters of vessels should 
be drawn by the Board of Trade to the effect that 
under the Maritime Conventions Act, 1911, it is 
a misdemeanour not to go to the relief ot a vessel 
in distress when possible to do so. (This w r as done.) 

That the same protection as to the safety of life 
in the event of casualty which is afforded to emi¬ 
grant ships by means of supervision and inspection 
should be extended to all foreign-going passenger 
ships. (See page 30.) 

International Conference. —- The Report con¬ 
cluded with what is clearly the most needed factor 
in any comprehensive scheme of improved condi¬ 
tions of safety at sea. It was recommended that 
(unless already done) steps should be taken to call 
an International Conference to consider, and as 
far as possible to agree upon, a common line of 
conduct in respect of (a) the subdivision of ships; 
(b) the provision and working of life-saving ap¬ 
pliances; (c) the installation of wireless telegraphy 
and the method of working the same; (d) the re¬ 
duction of speed or the alteration of course in the 
vicinity of ice, and (e) the use of searchlights. 

APPLIANCES 

completely decked lifeboats can only be ensured 
provided that the deck can be cleared of water 
almost instantaneously; but by adding permanent 
watertight bulwarks, placing buoyancy banks along 
the sides in the angle between the deck and the 
bulwarks in order to increase the maximum right¬ 
ing moment, and providing means for rapidly 
discharging the water which breaks aboard, an 
efficient type of life-saving appliance wilt be pro¬ 
duced, and a decked lifeboat fitted with these sug¬ 
gested improvements should l>e allowed to carry 
an increased number of jjersons. 

Stowage of Boats 

In foreign-going passenger and emigrant ships 
arrangements for transferring boats from one side 
of the deck to the other should be compulsory, 
but the stokehold ventilation must not in any 
way be sacrificed to obtain this object. The stow¬ 
age of boats on decks below the uppermost deck 
is not generally recommended, but may sometimes 
be necessary. Where boats on one dock are im¬ 
mediately above the boats on another, effective 
precautions must be taken to prevent the upper 
boat being lowered on the underneath boat in an 
emergency. When it is necessary to carry more 
boats than can be provided by stowing open boats 
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and deck boats directly under davits, the extra 
boats should be stowed parallel with the davits 
so far as possible. Approved appliances should 
be provided for moving the boats up to the davits. 

Pontoon Rafts, &c. 

With regard to home-trade passenger vessels, 
as largo a proportion of the life-saving appliances 
as is reasonably practicable should be lifeboats. 
When it is difficult to carry lifeboats, pontoon 
rafts (the conditions and equipment of which are 
set out) to as, great an extent as is reasonably 
possible should be fitted, the remainder of the 
life-saving appliances being supplied in the form 
of buoyant deck-seats or other approved buoyant 
apparatus. When it is not possible, in foreign- 
going passenger and emigrant ships, to provide 
sufficient accommodation in boats, approved pon¬ 
toon rafts should lie accepted, subject to the 
reservation that the total number of persons for 
whom accommodation is supplied in the form of 
rafts should in no case exceed 25 per cent, of the 
total number of persons for which the vessel is 
certified or the number on board, whichever is 
the greater. In buoyant deck-seats stability and 
buoyancy are of equal importance. 

Proper Distribution 

Life-jackets a ft most valuable appliances for 
saving life in home-trade passenger steamers, and 
their proper distribution in au emergency is a 
matter of prime importance. Life-jackets and life¬ 
buoys should be widely distributed over the ship. 

Launching 

There are serious objections to the use of 
“chutes” or slipways, cradles, or moving platforms 
which are lowered down the vessel’s side in guides, 
cranes, and derricks for launching ships’ boats. 
It is in general safer to lower boats as close to 
the vessel’s side as possible, and there arc several 
types of derricks in existence which fulfil all the 
necessary requirements. The Board of Trade should 
in every case satisfy themselves that efficient means 
are available for keeping the boat close to the ship’s 


side while the passengers are embarking, and these 
appliances should be used at all boat-drills at which 
the boats are lowered. Power should never be 
allowed in complete substitution for hand gear. It 
is highly desirable that the method of operating 
the gear and the position of the handle, chain, or 
whatever actuates the gear should be standardized. 

Motor Boats 

The carriage of mechanically propelled boats 
should be optional for all classes of steamships, 
but whatever be the number of boats carried on 
any ship the shipowner should be allowed the 
option of carrying one mechanically propelled 
boat if lie so desires. In the case of a vessel 
carrying a considerable number of lifeboats it 
would be preferable to carry a small number of 
high-powered motor boats rather than a large 
number of low-powered boats. In general, two 
motor boats on each side should be sufficient, and 
they should be as large and as powerful as pos¬ 
sible. At least sufficient fuel to cover a radius of 
100 miles should be carried. 

Embarking Passengers 

The Committee urge that passengers should be 
embarked at the lowest open deck, the boats 
being lowered to that level from the boatdeck. 
They consider that the allocation of places in« 
particular boats to the passengers is impracticable 
and likely to cause confusion, unless the number 
of boats is small. It is not necessary to require 
any of a ship's boats to be fitted either with a 
wireless telegraphy installation or with a special 
submarine bell. 

Efficiency depends upon Competency 

In conclusion the Committee remark: “Our 
recommendations are based upon the assumption 
that the men are competent to handle the life¬ 
saving appliances on board, and that proper dis¬ 
cipline and obedience are secured so as to ensure 
that the fullest efficiency is attained. We under¬ 
stand that these matters are receiving the careful 
attention of the Board of Trade.” 
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Introductory—Carriers by Sea—Carnage in a General Ship—Carriage by Charter-party—Construction of the 

Contract—N on-performance. 


INTRODUCTORY 


The contract of affreightment is the conti act for 
the carriage of goods in vessels, and is usually 
made either by bill of lading or charter-party. 
Freight is the amount payable for the carriage. 
When goods are shipped in a general ship, along 
with cargo belonging to other shippers, the con¬ 
tract is generally contained in a bill of lading. 

• When the whole or the principal portion of the 
ship is engaged by a charterer, the contract is by 


charter-party. The former is fhe most common 
instance of carriage by sea, and the modern ten¬ 
dency in the shipping world is towards consolida¬ 
tion of shipping laws and a form of contract 
which is more or less in use by all shipowners, 
with adaptations to the particular class of cargo 
carried. General considerations with regard to 
carriage by sea must first be considered in this 
chapter. 


CARRIERS BY SEA 


Carriers both by land and sea holding them¬ 
selves out to receive and carry goods for reward 
are responsible for the safe delivery of the goods, 
subject to certain exceptions. (See also Part V, 
Chapter V.) With regard to sea carriage, these ex¬ 
ceptions are: the act of God, the King’s Enemies, 
some fault in the goods themselves aj>art from the 
method of carriage or stowage, goods properly jet¬ 
tisoned, illegality in the contract, certain statutory 
exceptions under the Merchant Shipping Act, and 
any special exceptions incorporated with the con¬ 
tract. 

The common law duty of the carrier is to take 
all reasonable care arid to ensure the safety of the 
goods, where he has been paid for their carriage. 
If, however, there is no payment, he is liable only 
for loss or damage due to his want of careful 
management. 

A common carrier (as has been seen elsewhere, 
Part V, Chapter V) is one who is engaged in 
a general business for the carriage of goods, and 


who holds himself out as ready to carry the goods 
of anyone. Apart from being a commdn carrier, 
as is ordinarily a person taking cargo in a general 
ship, a shipowner is liable for the safe carriage of 
goods received, unless the ordinary liability has 
been varied by the contract, as it frequently is. 
A common carrier is bound to take goods if he 
has room, and to carry them at a reasonable rate. 

In 1671, the case of Morse v. Slue decided that 
where the cargo on a vessel lying in the Thames 
which had been shipped for Cadiz was taken by, 
robbers before sailing, the master was liable, al¬ 
though he had not been guilty of any negligence. 

“Act of God” 

The “act of God”, as Lord Justice James said 
in Nugent v. Smith (1876), “ is a mere short way of 
expressing this proposition: a common carrier is 
not liable for any accident as to which he can 
show that it is due to natural causes, directly and 
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exclusively, without human intervention, and that 
‘it could not have been prevented by any amount 
of foresight and pains and care reasonably to be 
expected from him" This was the case of the 
carriage of a mare from London to Aberdeen, the 
ship encountering exceptionally rough weather, 
, and the injuries incurred being due partly to the 
rough weather and partly to the rastlessness of 
the animal itself. The defendant was held not 
liable, because a carrier does not ensure against 
* the irresistible act of nature or against defqpts in 
the thing carried. 

The King’s Enemies 

This exception covers acts done by states and 
peoples with whom the {Sovereign of the ship¬ 
owner is at war at any time during the carriage 
of the goods. The exception does not include 
robbers by land, although it includes pirates 
(generally an express exception), as the enemies 
of all civilized states. The master is justified in 
putting into port and delaying the voyage in 
order to avoid eaj«ture by the enemy. (Woe also 
as to Deviation, Chapter VII of this Part.) 

Inherent Defects 

It is a well-established exception to the ordi¬ 
nary liability of tl^e carrier that he is not answer- 
able for loss resulting from some defect in the 
thing carried which is not due to the method of 
carnage or stowage or any want of care on the 
part, of the ship, considering the knowledge pos¬ 
sessed or which ought to be possessed by the ship¬ 
owner or the ship’s sorvants sis to the character 
of the goods carried. For example, loss resulting 
from the illness of animals, change in perishable 
goods, or change in goods due to heat or other 
natuml cause or defective packing, provided that 
the shipowner has not received notice and ought 
not to have taken special precautions having re¬ 
gard to the character of the goods, must fall upon 
the shipper. 

This exception will also cover damage due to 
defect in the particular goods carried, as where 
machinery was broken in consequence of a flaw 
in its make. 

Shippers are bound not to ship dangerous goods 
or goods dangerously packed without disclosing 
their nature. (See also p. 50.) 

Jettison 

1 he shipowner is not liable for the loss of goods 
properly jettisoned (see also p, 50), or damage in 
consequence of efforts made to preserve the ship 


and cargo, as where water was poured on goods 
to put out fire. This exception was established 
so long ago as 1600, in Mouse’s Case. The 
Gravesend ferry was overloaded, and in dunger of 
sinking with several passengers. A casket and 
£l 13, besides other goods, were thrown overboard 
to lighten the ferry and to save life. It was held 
that the ferry owner was not liable, apart from 
the question as to whether he was responsible for 
overloading. In a case of imminent danger the 
master has a right to throw cargo overboard. He 
may select what articles shall be sacrificed, and, if 
necessary, even the whole cargo may be jettisoned. 
The ship and cargo contribute to the loss accord¬ 
ing to average. (See Chapter IX of this Part.) 

Illegality 

It is an excuse for the performance of the con¬ 
tract that it is illegal at the time according 
to British law or the regulations of the British 
Government, or if it subsequently becomes illegal 
owing to a declaration of war. But the exception 
docs not include the acts of those who are un¬ 
authorized, nor the acts of foreign* governments, 
except perhaps where the carriage is in a foreign 
ship and it is prevented by the act of the govern¬ 
ment of that ship. 

Fire 

It is provided by the Merchant Shipping Act, 
1894, sec. 50 2 , that t)* 1 owner of a British sea¬ 
going ship is not to be liable to any A tent what¬ 
ever for loss or damage happening without his 
actual fault or privity where any goods, mer¬ 
chandise, or other things whatsoever taken in or 
put on board his ship are lost or damaged by 
reason of fire on board the ship. This exemption 
will apply even though the owner has been 
guilty of a breach of the warranty of sea¬ 
worthiness, unless by the terms of the contract 
the operation of this section of the Act has been 
excluded. 

Special Goods 

The same exception applies in the case of owners 
of British ships duly registered where any gold, 
silver, diamonds, watches, jewels, or precious stones 
are taken in or put on board the ship, the true 
nature and value of which have not at the time 
of shipment been declared by the owner or shipper 
to the owner or master of the ship in the bills of 
lading or otherwise in writing, and they are lost 
or damaged by reason of any robbery, embezzle¬ 
ment, making away with, or secreting. 



•46 


SHIPPING 


Limitation of Owners’ Liability 

The owners of a ship, British or foreign, are not 
liable for damages where the occurrence takes 
place without their actual fault or privity, beyond 
certain amounts: 

(a) Where any loss of life or personal injury is 
caused to any person being carried in the ship; 

(b) Where any loss or damage is caused to any 
goods, merchandise, or other things whatsoever 
on board the ship; 

(c) Where any loss of life or personal injury 
is caused to any person carried in any other 
vessel by reason of the improper navigation of 
the ship; 

(d) Where any loss or damage is caused to 
any other vessel or to any goods, merchandise, 
or other things whatsoever on board any other 
vessel by reason of the improper navigation of 
the ship. 

The limitations on the amount of damages re¬ 
coverable are as follows: 

In respect of loss of life*or personal injury, 
either alone or together with loss of or damage 
to the vessel,igoods, merchandise, or other things, 
an aggregate amount not exceeding £15 for each 
ton of their ship’s tonnage; and in respect of loss 
of or damage to vessels, goods, merchandise, or 
other things, whether there be in addition loss of 
life or personal injury or not, an aggregate amount 
not exceeding £8 for each ton of their ship’s ton¬ 
nage. 

The tonnage for the pufposc of a steamship is 
her registered tonnage, with the addition of any 
engine-room space which has been deducted for 
the purpose of ascertaining that tonnage. The 
tonnage of a sailing ship is her registered tonnage. 
Any space occupied by seamen or apprentices and 
appropriated to their use which is certified under 
the regulations is not included in such tonnage. 
The tonnage of a foreign ship is, if possible, 
ascertained by measurement according to British 
law, otherwise it is certified by the surveyor- 
general of ships in the United Kingdom, or the 
chief measuring officer of any British possession 
abroad. 

The owner of every sea-going ship or share in 
it is liable in respect of every such loss of life 
or personal injury, loss of or damage to vessels, 
goods, merchandise, or other things arising on dis¬ 
tinct occasions to the same extent as if no other 
loss, injury, or damage had arisen. 

The limitation of liability is extended by the 
Act of 1900 to all cases where, without the 
owner’s actual fault or privity, any loss or damage 
is caused to property or rights of any kind, 
whether on land or water, or whether fixed or 
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moveable, by reason of the improper navigation 
or management of the ship. 

A similar limitation is also put upon the liability 
of the owners of any dock or canal, or of a har¬ 
bour or conservancy authority, in respect of loss 
or damage caused to any vessels or goods within 
their jurisdiction. 

As to the application of this rule to any carriage 
where part of the transit of the goods is by sea, 
and as to the general exemptions enjoyed by rail¬ 
way companies, see Part V, Chapter V. 

Pilotage 

The owner or master of the ship is not answer- 
able to any person whatever for any loss or damage 
occasioned by the fault or incapacity of any quali¬ 
fied pilot acting in charge of the ship within any 
district where the employment of a qualified pilot 
is compulsory by law. The loss must be due to 
some fault or incapacity of the pilot, for his pres¬ 
ence on the ship does not relieve the master and 
crew from the proper discharge of their ordinary 
duties. As to the employment of pilots, see 
Chapter V of this Part. 

Carriers’ Negligence 

The carrier is not entitled to the benefit of im¬ 
plied exceptions if he has been negligent or if he 
has deviated from the voyage, nor if the ship was 
unseaworthy on sailing and the loss would not 
have arisen but for that unseaworthiness. 

Implied Terms 

Terms are implied in every contract for sea 
carriage as to seaworthiness of the ’vessel, for 
reasonable dispatch of the goods, and that the 
ship shall not deviate except for the purpose of 
saving life or protecting the ship and cargo from 
imminent peril. (See also Chapter VII of this 
Part.) It is almost invariably the case that these 
implied terms are subject to express stipulations. 

Seaworthiness 

It is an absolute undertaking on the part of the 
shipowner that the ship, machinery, and equip¬ 
ment are seaworthy for ordinary purposes, that 
they are fit for the special voyage and for the 
carriage of the particular cargo. (As to express 
exceptions, see p. 61.) This carries with it the 
warranty that the ship is navigated by a compe¬ 
tent master and crew, that a pilot will be taken 
on board at the usual places where a pilot is 
needed, and that the cargo will be safely and pro- 
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perly stowed. (See Chapter VII of this Part) 
"The undertaking is that the shipowner at the 
time of receiving the cargo and at the time of 
sailing will have taken all the precautions which 
a prudent shipowner would take in regard to a 
ship. The general equipment of the vessel will 
include requirements as to special fitness for a 
'particular cargo; as, for example, that the re¬ 
frigerating machinery is in proper order for the 
carriage of a cargo of frozen meat. 

Where a voyage is to be undertaken in stages, 
it is usually sufficient if the ship is equipped 
for the first stage; and so on for each subse¬ 
quent stage. 

Deck Cargo 

Deck cargo is that which is carried either in an 
uncovered space on deck, or in any covered space 
not included in the contents according to the 
ship’s registered tonnage. 

[n the case where it is carried, this alone may 
not make the ship unseaworthy, but liability de¬ 
pends rather upoi^the facility with which such 
deck cargo could be got rid of, as in certain eases 
there would be no danger. 

If any ship arrives between 31 October and 16 
April at any port in the United Kingdom, or any 
port out of the United Kingdom, carrying timber 
as deck cargo, the master and owner, if privy to 
the offence, is liable to a fine of £5 per thousand 
cubic feet of timber so carried. Goods placed on 


deck owing to bad weather are excepted. RuleB 
are made by the Board of Trade as to the carriage 
of wood as deck cargo. 

Carriage of Grain 

Obligation is imposed upon the master and 
any agent of the owner of the ship charged 
with the loading or sending her to sea to take 
all necessary and reasonable precautions in order 
to provent grain cargo from shifting. In default 
there is a fine of £300. For grain cargoes laden 
in a port of the Mediterranean or Black Sea, 
or on the coast of North America, special pre¬ 
cautions must be taken as laid down in the 
Act, and the Board of Trade regulations must 
be complied with. 

Deviation 

It is usual for a term of the contract to jirovide 
that a vessel may deviate not only for saving life, 
but also for saving»property. (See also Chapter 
VII of this Part.) 

Dispatch 

Dispatch is an implied undertaking on the part 
of both merchant and shipowner. If there is no 
stipulated time, it is implied that a reasonable time 
only shall be taken in loading and discharging. 
(See also Chapter VII of this Part.) 


CARRIAGE IN A GENERAL SHIP 


When the whole or the principal portion of a 
ship is engaged, the contract is by charter-paMy 
(see p. 44); but when goods are shipped in 
what is known as a general ship or a ship “on 
the berth”, the contract is usually by bill of lad¬ 
ing. Where the shipment takes place in a ship 
belonging to a regular line, the terms of the bill 
of lading are generally well known, and such a 
bill of lading will therefore usually form the 
actual contract; but in other cases, although 
the bill of lading is evidence of the contract, 
it may or may not contain its whqjta terms, 
as the contract may have been made before 
the bill of lading was issued, or be affected 
by the terms of the mate’s receipt, by ship¬ 
ping cards, advertisements, and other announce¬ 
ments as to the ship made by the owners or 
shipbrokers. 


The carriage may be accepted on a through 1 
of lading covering shipment by several ships 
by ship and rail or other land carrier. 


Shipment of Goods 

The usual course is for the terms of shipment to 
be arranged and for the goods to be delivered to 
the ship. A mate’s receipt is then given for them. 
Except in short coasting voyages, the mate’s receipt 
is afterwards exchanged for bills of lading. On 
every contract for carriage by sea, certain terms, 
as we have seen, are implied, although it usually 
happens that express terms govern the contract 
For the breach of an engagement to ship goods 
there may be an action for damages. 

Special contracts obtain in particular trades 
which require peculiar conditions of shipment 
and carriage and therefore a varied wording of 
the bill of lading. The usual course is for the 
bill of, lading to be procured from the ship’s 
agent and filled up by the shipper with the par¬ 
ticulars of his shipment, the number of packages, 
and marks. It is then checked on behalf of the 
ship and signed by the master or ship’s agent, 
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generally being exchanged for the mate’s receipt, 
as the holder of the mate’s receipt is usually the 
person entitled to the bill of lading. The mate’s 
receipt may, however, have changed hands, but 
as it is not a negotiable instrument, title to the 
goods does not pass by its delivery, and notice 
must be given to the ship of the transfer of the 
goods. The bill of lading requires a Gd. stamp. 
It is usual for convenience of transmission for 
bills to be issued in sets of three or four, “ one of 
which being accomplished, the others to stand 
void”. The master keeps one of the bills; the 
rest are given to the shipper. 

Shipowner’s Liability 

It is not competent for the shipowner to alter 
the terms of the contract of carriage after goods 
have been put on board. 

Every bill of lading in the hands of a consignee 
or endorsee for valuable consideration, representing 
goods to have been shipped on board a vessel, is 
conclusive evidence of such'shipment as against 
the master or other person signing, notwithstand¬ 
ing that the goods may not have been so shipped, 
unless the holder of the bill had actual notice at 
the time of receiving it that the goods had not 
been put on board. The master or other person 
signing may exonerate himself by showing that 
such misrepresentations were caused without any 
default on his part and wholly by the fraud of the 
shipper or the holder or some person under whom 
the holder claims. , 

A shipo\fher is liable for the delivery of goods, 
but he is not in the ordinary course responsible 
for any defect or want of quality in the goods. 
The usual terms are so many parcels “marked 
and numbered as in the margin, weight and con 
tents unknown”. He is not responsib! ■, therefore, 
for delivery of goods with special marks, even 
when they indicate quality, as where goods of 
the same description belonging to different owners 
are shipped together and become mixed. 

The bill of lading as a rule contains the terms 
“received in good order and condition”, and if 


there is any qualification of these terms, it will 
not be a “clean” bill of lading. Where in one 
case goods were damaged before shipment, but 
nevertheless the master signed a bill of lading 
“shipped in good order and condition”, although 
the damage was apparent, the shipowners were 
held bound by the representation of the master, 
on the bill of lading that the goods were in good 
order and condition, because third parties, who 
could not havo known, were affected. Purchasers 
of tjje goods from the shippers before delivery ' 
as endorsees of the bill of lading had altered their 
position and acted to their own prejudice on the 
face of that representation, and therefore the ship¬ 
owners were not entitled to deny the truth of the 
representation. They were held liable for not de¬ 
livering the goods in good order and condition, 
the damages being the difference in price paid 
and the value, with reasonable expenses— Cam- 
■pa>iia Navivra Vascanzada v. Churchill and Sim 
( 1000 ). 

Tlie shipowner’s undertaking is for safe delivery, 
subject to excepted perils, and even implied ex¬ 
ceptions must be inserted in tile express contract. 
It always happens that the express exceptions go 
far beyond those implied, which have been already 
noticed. 

All exceptions are construed as against the 
shipowner, whose common-law liability must lw 
distinctly rebutted. Exceptions apply during 
the loading, the voyage, and the discharge of the 
cargo. There may be a general limitation of lia¬ 
bility by a special clause in the bill of lading, 
even where the loss is not through excepted perils; 
for example, where it is agreed that shipowners 
are not to be liable above a certain amount for 
goods unless their value is declared. Such a 
limitation would not, however, affect t£e ordinary 
warranty of seaworthiness or relieve the ship¬ 
owner from general average contribution. Ex¬ 
ceptions differ in every trade in number and scope, 
and there is a tendency to enlarge them. 

The following is a form of Bill of Lading, with 
some of the usual special clauses and excep¬ 
tions: 
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Form of Bill of Lading 

Shipped or delivered for shipment in apparent good order and condition by* 

.on board the steamship.lying in or off the port of. 

with liberty to call at any ports and in any order, to sail without pilots, and to 
tow and assist vessels in distress, two hundred and fifty packages, being marked 
and numbered as in the margin; for delivery from the ship’s deck (where the 
carrier’s responsibility ceases), subject to ship’s engagements not hereby disclosed,, 
and though altering the voyage or involving a deviation therefrom, at the port. 

of.or so near thereunto as she may safely get (the Act of God; the 

King’s enemies; robbers or thieves by land or sea; restraint of princes, rulers, 
or people; perils of the sea, barratry of the master or crew, jettison, effect of 
climate, heat, fire Or water, leakage, stranding, collision, and the consequences of 

such dangers and accidents excepted), unto...or to the order of. 

.or to his or their assigns. 

Freight and primage for the said goods as per margin is to be paid by the 

shippers in. Average, if any, to be adjusted according to York-Antwerp 

Rules, supplemented by English practice where such rules contain no provision 
(See Chapter IX of this Part.) 

General average loss to be borne by those on whom it has fallen. 

Weight, measurement, contents, and value (except for the purpose of estimating; 
freight) unknown. [The owners will not be resporfcible for valuable packages, 
Unless freight has been paid ad valorem, and contents and value inserted in the 
shipping note, and Bill of Lading signed in accordance therewith- A valuable 

package is one of greater value than.pounds, or one whose contents or 

any part thereof exceed in value.pounds per cubic foot for measurement, 

or per one cwt for weight cargo. Liability for the loss of or damage to any 
piece or package shall never exieed the invoice value of such piece or package.} 

Demurrage.pounds per day for detention of ship, if caused by consignees 

not taking delivery as fast as steamer can discharge. (See Chapter VII of this Part.) 

The shipowners to have a lien on the cargo, though landed, for any expense 
or liability incurred in consequence of giving bond a^ a previous port for the 
customs duty on the cargo. • 

Any claim that may arise hereunder must be made at the port of delivery. 
Shippers, whether principals or agents, shall be liable for loss or damage to 
any person or interest whatsoever caused by dangerous or injurious goods shipped 
without full disclosure of th*eir nature and whether shippers are aware thereof or 
not. Such goods may be destroyed without compensation. 

[If the discharge of the cargo be, or threaten to be, impeded by bad weather, 
or by absence from whatever cause of facilities of discharge or landing, the master 
to have liberty at ship’s expense but shipper’s risk from the time of leaving ship'a 
deck to land and store the whole or part of the cargo or put same into hulk, 
lighter, or craft, or proceed on the voyage with the whole or part of the cargo, 
and either discharge it on the return voyage or forward it to destination from 
another port, always subject to the conditions of the forwarding conveyance.] 
This Bill of Lading shall constitute the contract between the owners of the 
goods and the shipowners, which shall be construed and governed by English law 
and shall apply throughout the transit 

In witness whereof the master or agent of the said ship has signed. 

bills of lading, all of this tenor and date, one of which being accomplished the 
others to stand void. 

Dated at. 

By Authority of Owners, 

Master or Agent. 

93 


Van Vtt 
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Common Exceptions 

The common exceptions are as follows: the 
*' Act of God” and the King's Enemies (see p. 46); 
Restraint of princes, which means the interference 
of any constituted government or ruling power of 
any country, whether enemy or not, as the effect 
of quarantine or embargo. If a ship carries 
enemies’ goods, this is a breach of duty towards 
the other shippers, and the exemption “restraint 
of princes” cannot be pleaded by the shipowner 
—Dunn v. Bucknall (1902). 

“ Pirates ” are generally specially excepted, al¬ 
though probably included under the “King’s 
Enemies ”. 

“ Robbers or thieves ” ordinarily mean those with¬ 
out the ship, arul the exception would therefore 
not cover acts of the crew or passengers; but it is 
usual for a clause to be used “robbers or thieves 
by land or sea, whether on board or not, or in the 
service of the owners of the carrying ship”. 

“ Perils of the seas, ports, rivers, ami of naviga¬ 
tion, and the consequences of 1 'all such dangers and 
accidents." —This is an extended term implying 
much more »than the term “ perils of the sea ” 
simply. The expression “perils of the sea” docs 
not mean the consequence of other perils arising 
on the sea, such as damage due to the inevitable 
action of wind and waves resulting in wear arid 
tear, but a peril, such as foundering, caused by i 
collision. “Perils of the sea” covers damage to ' 
the goods carried by sea owing to storms, strand- j 
ings, <fec., which could not have been foreseen and j 
guarded against by the shipowners taking reason- j 
able precautions— The Xantho (1887). The term ; 
also includes damage of which some peril of the j 
sea was the approximate cause; as, for example, 
where the cargo was damaged by heat from the 
engine and boilers, caused by weather which com¬ 
pelled the closing of the ventilators for a long 
time— The Thriinscroe (1897). 

In the same way, where a cargo of rice had been 
damaged by sea water in consequence of rats hav- ; 
ing gnawed a hole in a lead pipe from the ship’s 
bathroom to the sea, there being no negligence of 
the shipowner, loss resulting was decided by the 
House of Lords to be within the exception, and 
shipowners were not liable— Hamilton v. Pandorf 
(1887). Generally, when sea damage starts the 
mischief, the effects of its spreading come within 
the exception; as, for example, where tobacco was 
injured by contiguity to hides which formed part 
of the cargo and had been soaked by sea water. 
But if the damage arises from sea water owing 
to some defect in the ship due to natural causes, 
such a damage will not be within the exception 
“perils of the sea”; as where the natural decay 


of a hulk in which goods were stored cause a leak 
which let in the water and injured the goods— 
Sassoon v. Western Assurance Company (1912). 

“Perils of the sea” does not, however, cover 
loss by arrest for contraband or under bottomry 
bond, but refers to some accidental loss; nor does 
it cover the negligence of the captain or crew, 
which, however, is often the subject of another 
exception. 

“ Collision ’’ does not cover a case due to the 
default of the master or crew of the carrying 
ship. (See Chapter V of this Part.) 

Strandings and Collisions may be “perils of 
the sea”, but are usually expressly provided for 
and then made to cover negligence, defect, or error 
of judgment of the pilot, master, mariners, or other 
servants of the shipowners. 

“ Barratry of the master or crew ” means a wil¬ 
ful or wrongful act against the ship or the goods, 
as an attempt to scuttle the ship, or illegal trading 
with the enemy even if it is intended to benefit 
the owner. Barratry includes crime or fraud which 
could not reasonably have been prevented by the 
owner or master, but not their negligence. 

Jettison is the throwing overboard of goods to 
lighten the ship in time of peril. The exception 
will not cover goods jettisoned because improperly 
stowed. 

“ Fire ” is a statutory exception already noticed 
(p. 45), but the express terms of the exception 
may be wider and cover goods not yet received 
on board. “Heat” in connection with fire means 
heat caused from outside sources. 

“ Leakage ” and “ Breakage ” cover loss due to 
the leaking or breaking of the goods themselves; 
but if loss is due to defective stowage, the ship¬ 
owner will be liable. 

“Sweating”, Sue.., includes damage* caused by 
evaporated moisture. 

“ The dangerous character of the goods.” —It is 
an implied term that the shipper will not put on 
board goods of a dangerous character or goods 
dangerously packed without declaring their nature. 
The shipowner is exempt from liability in respect 
of such goods if the character was not known or 
could not reasonably have been known. 

A person sending or attempting to send in any 
vessel any dangerous goods without distinctly 
marking their nature on the outside of the pack¬ 
age and giving written notice of their nature and 
of the name and address at the sender or consignee 
to the master or owner of the vessel, commits an 
offence, and is liable to be fined £100, or an inno¬ 
cent agent £10. It is an offence to misdescribe 
such goods, subject to a penalty of £600. The 
master or owner of any vessel may deal summarily 
with goods suspected of being dangerous, and 
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such goods are forfeited if improperly sent or 
carried. 

“ Negligence of the master.”-— It is now common 
to include a term exempting the shipowner from 
liability on account of negligence of the master 
and crew, and often also negligence or default of 
•owner’s agents, stevedores, pilots, and others em¬ 
ployed in connection with tho ship, or whether 
employed by the owner of the ship or not, for 
whose acts the owner would otherwise be liable. 
Such an exception is construed strictly. Negli¬ 
gence in navigation will not cover negligence in 
stowage, but where the negligence was made to 
cover negligence “in navigating the ship or 
otherwise ”, it was held that the shipowners were 
exempt from claims for damage due to negligent 
stowage— Baerselman v. Bailey (1895). 

The personal negligence of the shi|>owner is not 
generally covered by express exception, and he will 
be responsible for improper employment, as for 
the engagement of a master or mariner without 
sufficient skill. If there is such an exception in 
regard to the shipowner, it will not cover unsea¬ 
worthiness. But Iherc may be an exception 
against unseaworthiness itself. This must be 
very clearly expressed. The shipowner who has 
not taken reasonable means in accordance with 
the contract to provide against unfitness to receive 
cargo is liable for loss, and cannot rely in such 
a case upon an exception as to unscaworthiness 
— Rathbone v. Maclver (1903). 

“Loss covered by insurance —It is sometimes 
stipulated that owners shall not be liable for any 
damage to the goods which is capable of being 
covered by insurance, or which has been wholly or 
in part paid for by insurance. The question then 
is whether rfin underwriter in the ordinary way* of 
business would have covered such a peril. 

“ Merchants’ and owners’ risk.” —Such a clause 
may throw all risks upon the shippers, including 
the effect of “ negligent and improper acts ”; but a 
condition with such a wide scope must be clearly 
understood, and will be read in reference to the 
subject-matter. It will not exempt a carrier from 
his elementary undertaking to deliver the goods. 

The “ Harter Act ” 

By the Harter Act of Congress of 1893, under 
United States law clauses exempting the ship¬ 
owner from liability for his own or servants’ negli¬ 
gence are void as against public policy. Limita¬ 
tions of liability must be reasonable, or no effect 
will be given to them by United States law. The 
Act, on the other hand, exempts the shipowner 
from the consequences of faults and errors in 
navigation, or in the management, or other perils, 


where he has exercised due diligence to make the 
vessel in all respects seaworthy, properly manned, 
equipped, and supplied. 

It is not lawful under this Act for the manager, 
agent, master, or owner of any vessel transporting 
merchandise or property from or between ports 
of the United States of America or foreign ports, 
to insert in any bill of lading or shipping docu¬ 
ment any agreement relieving them from liability 
for loss or damage arising from negligence, fault, 
or failure in proper loading, stowage, custody, 
care, or proper delivery of any and all lawful 
merchandise shipped in such vessel. Any such 
clause is null and void. 

It is not lawful to insert any agreement whereby 
the obligations of the owners to exercise due dili¬ 
gence properly to equip, man, provision and out¬ 
fit and make seaworthy the vessel, or carefully 
handle or stow and deliver cargo, are in any way 
lessened, weakened, or avoided. 

If such an owner exercises due diligence in 
making seaworthy a#d in properly manning, equip¬ 
ping, and supplying the vessel, neither the vessel, 
the owner, agent, or charterer is responsible for 
damage or loss resulting from faults or errors 
in navigation or management, nor for losses 
arising from any dangers of the sea or other navi¬ 
gable waters, act of God, enemy, inherent defect, 
&c., insufficiency of packing, or seizure under 
legal process, or any loss resulting from any act or 
omission of the shipowner, his agent or representa¬ 
tive, or from saving or attempting to save life or 
property at sea, or for liny deviation jp rendering 
such service. 

It is the duty of the owner, master, or agent of 
any such vessel to issue to the shipper a bill of 
lading or shipping document stating tho marks 
necessary for identification, number of packages 
or quantity, &c., and apparent order and condition 
of the goods, and such document is prima facie 
evidence of the receipt of the goods. An agent, 
owner, or master is liable for violation of the pro¬ 
visions of tho Act to a fine, which is a charge upon 
tho vessel. 

The incorporation of the Harter Act (which is 
common in Atlantic shipping contracts) with the 
bill of lading was held to excuse fault or error in 
management or mismanagement of a refrigerating 
apparatus, part of the ship, whereby a cargo of 
butter was damaged— Rowson v. Atlantic Trans¬ 
port Company (1903). But where there is a defect 
in the equipment of a vessel at the time of loading, 
the incorporation of the Act will not excuse the 
owners from liability for damage caused to cargo 
through such a defect, which is a breach of the 
implied warranty that the ahip’ia fit for the recep¬ 
tion of cargo— MFadden v. Blue Star Line (1905). 
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Construction of Clauses with 
Exceptions 

Clauses creating exceptions to the ordinary lia¬ 
bility of the shipowner must be read together. In 
a certain case one clause provided for the exemp¬ 
tion of the shipowner from loss due to “any other 
cause whatsoever”, but another clause provided 
against defects, Ac., if reasonable means were taken 
to provide against such defects and unseawortlii- 
ness, and the ship had not been cleansed from 
carbolic acid before a cargo of frozen meat was 
shipped. It was held that the general exception 
could only be relied upon if all reasonable means 
had been taken to provide against the mischief— 
Elder alie ,Steamship Company v. Borthwvck (1905). 

Such a general exception as a rule covers un¬ 
seaworthiness ; but where a frozen meat cargo 
was carried on a contract so ill expressed that 
it was impossible to feel sure what the parties 
intended, it was held that as there was no clear 
and express exemption, the shipowners were not re¬ 
lieved from the usual duty to provide a seaworthy 
ship and take seasonable care— Nelson Line v. 
Nelson (1908)! This case only illustrates the rule 
that the onus is upon the shipowner to negative 
his ordinary liability. 

The Bill of Lading 

The Bill of Lading is the receipt for the goods 
shipped on board, and is signed by the person 
contracting to carry them, the master, or ship’s 
agent. It states the terms on which the goods 
are to be carried, and is evidence of the contract 
between the parties, if not actually by its terms 
made to be the contract. The contract, like any 
other contract, is void for illegality. There is 
always a presumption that the law governing the 
bill of lading is the law of the ship’s flag, which 
is generally stipulated for; otherwise local laws, 
usages, and customs may be binding. The master 
or broker cannot bind the owner by signing bills 
of lading when goods are not actually ship;>ed, 
nor by a fresh bill of lading when he has already 
signed one. 

A bill of lading is a document of title and, where 
no charter-party exists, the most important evi¬ 
dence of the contract. It is a negotiable instru¬ 
ment, the property in which may be transferred 
by endorsement and delivery after the shipment 
of the goods. By the Bills of Lading Act, 1855, 
every consignee of goods named in and every en¬ 
dorsee of a bill of lading to whom, under the par¬ 
ticular circumstances of the endorsement, the pro¬ 
perty in the goods shipped under the bill of lading 
passes, has all the rights of suit and is subject to 


the same liabilities in respect of such goods as if 
the contract contained in the bill of lading had 
been made with himself. This does not affect the 
right of stoppage in transitu by a vendor of goods, 
or the right to claim freight against an original 
shipper, or any liability of consignee or endorsee 
in consequence of such consignment or endorse-, 
ment. Under the Admiralty Jurisdiction Act, 
1861, an endorsement may give rights of action 
to the endorsee in the Court of Admiralty against 
the carrying ship when no owner or part owner is 
domiciled in England or Wales. (See Chapter IX.) 

Property may be completely transferred by en¬ 
dorsement and delivery of the bill of lading in 
exchange for the price, or when goods are shipped 
by a vendor in fulfilment of an order, on its de¬ 
livery to the buyer the bill of lading prima facie 
passes the title to the goods; but an unpaid 
vendor has, under certain conditions, the right to 
stop goods in transitu. An unpaid vendor may 
also reserve certain rights and thus prevent the 
passing of the property. He may arrange for 
delivery of the goods to his own order or to an 
agent, and for the bill of ladihg only to be given 
up on demand. In this way the vendor reserves 
the right of disposal. This is commonly done 
either by sending the bill of lading accompanied 
by a bill of exchange; and under the Sale of 
Goods Act the buyer is bound to return the bill 
of lading unless he accepts tlv? bill of exchange; 
or both bill of lading and bill of exchange may 
be remitted through a bank, when the buyer only 
becomes entitled to the bill of lading after accept¬ 
ing and on retiring the bill of exchange. This is 
a common method employed when the sale is for 
cash against documents. The right to stop in 
transitu has been considered elsewhere in con¬ 
nection with the sale of goods. (See Part III, 
Chapter VI.) 

The right to stop goods may arise on the bank¬ 
ruptcy or insolvency of the buyer as well as on his 
refusal to pay, and even if there has been a part 
payment. The right of stoppage may be exercised 
by an agent on behalf of the vendor, by a surety 
for tho buyer who has paid the vendor, or by a 
person whose authority is subsequently ratified by 
the vendor. The right exists as against the buyer 
and all claiming through him, except a bona-fide 
holder of the bill of lading which has been en¬ 
dorsed and delivered to him for value. Owing to 
the negotiable character of the bill of lading, such 
a bonafide holder is in a position to defeat the 
unpaid vendor’s title. 

The charges of the carrier for freight are superior 
to the unpaid vendor’s lien. 

If a bill of lading has been endorsed to a third 
party by way of mortgage or pledge, the vendor 
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Chip, v i] 

has only the right to stop the property subject to 
' paying off the charge. 

“Transit”, during which the right to stop 
subsists, is not ended by wrongful or mistaken 
delivery on the part of the carrier, nor is it pro¬ 
longed by riie carrier’s wrongful refusal to deliver; 
but transit comes to an end directly there is a 
delivery of the goods to the vendor or his agent, 
or delivery to a forwarding agent on the instruc¬ 


tions of the buyer, or where by any agreement the 
carrier holds for the buyer. All these questions 
are questions of fact, and each case depends upon 
its own circumstances. Notice must be given to 
a person holding the goods if the stoppage is to 
be effective, and it then becomes the duty of 
that person to deliver to the vendor or his order, 
although in case of doubt an indemnity may be 
asked for. 


CARRIAGE BY CHARTER-PARTY 


When the whole or the principal portion of the 
ship is engaged, the contract is made by charter- 
party. There may be a question as to whether in 
such a case there is a demise of the ship, that is to 
say, whether the owner has surrendered the ship to 
the charterer, who thereupon obtains control, the 
master and seamen becoming his servants. This 
is, however, very unusual, and in case of doubt 
the test to be applied is, whose servants are they 
who are in charge of the ship? What generally 
happens is that tijp shipowner retains control and 
navigates with his own master and crew, and the 
charterer undertakes to load the prescribed cargo 
at the port of loading and accept delivery at the 
port of discharge. This is obvious, for the mer¬ 
chant does not wish to become shipowner but 
merely to secure the carriage of his goods. 

The ordinary fdhns of charter are either for the 
use of a ship on a particular voyage to carry par¬ 
ticular goods to be shipped by the charterer, or a 
similar charter with liberty given to the charterer 
to carry goods of any shippers as in a general ship, 
or a charter of a ship for a particular time. Where 
it is indicated that the ship shall be used as a 
general ship, and generally to enable a charterer 
to negotiate the sale of part of a cargo, it is pro¬ 
vided by a clause in the charter that the master 
shall sign bills of lading as presented by the 
charterer without prejudice to the charter-party 
(see p. 66). 

The charter-party is invariably in writing and 
requires a 0 d. stamp, an adhesive stamp being 
cancelled by the person who first signs. 

Every charter contains several well-known 
general terms, but particular terms are incorpo¬ 
rated in charters relating to special voyages or 
cargoes. The implied terms in every contract of 
sea carriage have been already noticed (see p. 44). 
These terms are usually in a charter-party ex¬ 
tended by agreement and supplemented by others 
with further limitation of the liability of the ship¬ 
owner. There may be a clause consigning the 
ship at the port of discharge to the agents of the 
charterers for the procuring of a home freight at 


an agreed rate of commission. It will be more ser¬ 
viceable now to consider the form of the charter- 
party and examine some of the usual conditions, 
taking for an example a charter for coals. 

Form of Charter-party 

London .. 19... 

IT IS THIS DAY MUTUALLY AGREED 

between.. Owner of the good (Steamship 

called the., classed.. of.tons 

net register,.tons deadweight, exclusive of 

bunkers, or thereabouts, . now at ., 

and expected ready to load about. 

AND., 

Charterers,. 

1. THAT the said Ship beiug warranted tight, 
staunch, and strong, and every way fitted for the ■ 
Voyage, shall, with all possible dispatch, sail and 

proceed to.and there load, (always afloat) 

in the customary manfier, from the Charterers, [in 
such Dock as may be ordered by them on or before 

arrival in, or at.], a full and complete 

Cargo of. Coals not exceeding.tons, 

nor less than.tons, and not exceeding what 

she can reasonably stow and carry, over and above 
her Tackle, Apparel, Provisions, Fire, Coal, and 
Furniture; and being so loaded, shall therewith 

proceed, with all possible dispatch, to., or 

so near thereunto as she can safely get, and there 
deliver her cargo alongside any Wharf, and/or 
Vessel, and/or Craft, as ordered by Charterers’ 
agents [to whom written notice is to be given of 
the vessel being ready to discharge,] on being paid 

Freight at the rate of.per ton of 20 cwt [or 

on Bill of Lading quantity less 2 per cent, at Re¬ 
ceiver’s option, to be declared in writing before 
bulk is broken]. The freight is in full of Trim¬ 
ming, and of all Port Charges, Pilotages, and Con¬ 
sulages on the Vessel. [All Wharfage dues on the 
Cargo to be paid by the Charterers.] 

2. The cargo to be loaded in.running hours 

(excluding Bunkering time, Sundays, Custom 
House, Colliery, and other Holidays, and from 
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.p.ra. on Saturday or the day previous to any 

such holiday to.a.m. on Monday or the day 

after any such holiday unless used), commencing 
when written notice is given of Ship being com¬ 
pletely ready to load. [Any time lost through 
riots, strikes, lockouts, or any dispute between 
masters and men occasioning a stoppage of pitmen, 
trimmers, or other hands connected with the work¬ 
ing or delivery of the coal for which the Ship is 
stemmed, or by reason of accidents to mines or 
machinery, obstructions on the Railway or in the 
Docks; or by reason of floods, frosts, fogs, storms, 
or any cause beyond the control of the Charterers, 
not to be computed as part of the loading time 
(unless any cargo be actually loaded during such 
time). In the event of any stoppage or stop¬ 
pages arising from any of these causes continuing 

for the period of.running days from the 

time of the vessel being ready to load, this Charter 
shall become null and void, provided, however, 
that no Cargo shall have been shipped on board 
the Ship previous to such stoppage or stoppages. 
In case of partial holiday or«partial stoppage of 
Colliery or Collieries from any or either of the 
aforenamed capses, the lay hours shall be extended 
proportionately to the diminution of output arising 
from such partial holiday or stoppage.] Tf longer 
detained, Charterers to pay per running hour de¬ 
murrage at. No deduction of time shall be 

allowed for stoppages, unless due notice be given 
at the time to the Master or Owner. 

[Any question arising under this clause shall be 

referred to .and .as arbitrators, 

or should t^ey be unable to agree, to an umpire 
selected by them, whose decision shall be final.] 

3. Tho Cargo shall be trimmed by men ap¬ 
pointed by the Charterers at the tariff rate of the 
Port. 

4 Bunker Coals are to be kept properly sepa¬ 
rated from Cargo to Charterers’ satisfaction at the 
Ship's expense and the quantity to be endorsed on 
the Bills of Lading. 

5. The Bills of Lading shall be prepared in 

accordance with the Dock or Railway weight, and 
shall be signod by the Master, Agent, or Owner, 
weight unknown, freight and all conditions as per 
this Charter, such Bills of Lading to be signed 
within.hours after the Ship is loaded. 

6. The Act of God, the King’s Enemies, Re¬ 
straints of Princes and Rulers, and Perils of the 
Seas excepted; also Fire, Barratry of the Master 
and Crew, Pirates, Collisions, Strandings and Ac¬ 
cidents of Navigation, or latent defects in, or ac¬ 
cidents to, Hull and/or Machinery, and/or Boilers, 
always excepted, [even when occasioned by the 
negligence, default, or error in judgment of the 
Pilot, Master, Mariners, or other persons employed 


by the Shipowner, or for whose acts he is respon¬ 
sible, not resulting, however, in any case front 
want of due diligence by the Owner of the Ship, 
or by the Ship’s Husband or Manager]. Charterers 
are not to be answerable for any negligence, de¬ 
fault, or error in judgment of Trimmers or Steve¬ 
dores employed in loading or discharging the 
Cargo. 

7. The Ship has liberty to call at any ports in 
any order, to sail without Pilots, to tow and assist 
vessels in distress, and to deviate for the purpose 
of saving life or property. 

8. The Cargo is to be taken from alongside by 
Consignees at port of discharge, free of expense 

and risk to the Ship, at the average rate of. 

tons per day, weather permitting, Sundays and 
holidays excepted, provided Ship can deliver it at 
this rate (or as fast as Ship can deliver); if longer 
detained Consignees to pay Ship demurrage at 

the rate of.per net register ton per running 

day, time to commence when Ship is ready to un¬ 
load and written notice is given, whether in berth 
or not. (In case of strikes, lockouts, civil com¬ 
motions, or any other causes qr accidents beyond 
the control of the Consignees which prevent or 
delay the discharging, such time is not to count, 
unless the Ship is already on demurrage.] 

9. The FREIGHT to be paid (one-half) if re¬ 
quired by the Owner, on signing Bills of Lading 

(Ship lost or not lost), in Cash, less.per cent 

for Insurance and Interest (the Owner or his 
Agent giving Charterers or Shippers written notice 
before the Ship commences loading, if any advance 
freight is required), and the remainder on right 

delivery of tho Cargo, in., the Receivers 

of the Cargo to be bound to pay freight on account 
during delivery, if required by the Captain. (See 
Chapter VII of this Part.) « 

10. The Ship is to be free of address at Port of 
Discharge, but is to pay the usual Commission 

of.per cent on the amount of the Freight on 

signing Bills of Lading. 

11. In case of Average, the same is to be settled 
according to the York/Antwerp Rules, 1890, and 
as if the Vessel were British. (See Chapter IX.) 

12. Loading hours not to commence before. 

on .> and if Ship is not ready in loading 

dock as ordered before.on., or if any 

wilful misrepresentation is made respecting the 
size, position, or state of the Ship, Charterers are 
to have the option of cancelling this Charter, such 
option to be declared on notice of readiness being 
given. 

13. The Charterers’ liability shall cease as soon 
as the Cargo is shipped, and the advance of 
Freight, Dead Freight, and Demurrage in Lead¬ 
ing (if any) are paid, the Owner having a Lien on 
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the Cargo for Freight, Demurrage, and Average. 
(See Chapter VII.) 

14. Penalty for non-performance of this Agree¬ 
ment, dama ge* as proved, not exceeding the esti¬ 
mated amount of Freight. 

15. The Brokerage of.per cent is due to 

.on the Cargo being loaded. 

Witness to the signatures of 


Indorsement 

We hereby Certify that the.has on 

board a Cargo of . Coals, wrought and 

gotten from . Colliery, fresh worked, 

properly screened, and of the best descriptions 
for steam purposes. 

Conditions 

Name, Description, and Capacity of the Ship. 
—The name and correct description of the ship 
must appear in the charter-party, the nationality 
and class being essential representations. 

Tonnage.— The net register tonnage is usually 
given, and refers to the register tons of 100 cu. ft. 
The deadweight tonnage, however, is almost 
always named, which is the capacity of tons of 
20 cwt., or by measurement 40 cu. ft., and repre¬ 
sents the amount of cargo or thereabouts agreed 
to be shipped. Deadweight tonnage is a material 
representation, and the charterer will be bound 
to ship and the owners bound to receive cargo to 
that extent, but it is usual for a subsequent clause 
to stipulate as to that. This obligation may be 
different, however, in the case of a consignment 
of an unusual character. 

In a certain charter-party providing for a lump- 
sum freight the owners guaranteed to carry 2000 
tons deadweight, or otherwise to make a reduc¬ 
tion pro rata, the cargo to be a general cargo 
subject to certain large pieces that were re¬ 
ferred to in the margin. The charterers sent in 
cargo not in excess of 2000 tons, but it consisted 
of heavy machinery, as well as general goods. 
The larger pieces were more numerous than had 
been contemplated, and as a result the ship could 
only carry 1091 tons deadweight. The charterers 
were held not to be entitled to any deduction 
from the full lump-sum freight— Mackill v. Wright 
(1888). 

11 Now in the'port of.” —The statement as to the 
whereabouts of the ship at the time of the charter- 
party is a condition precedent, and no contract 
begins until it is fulfilled. Where a charter said 
“now in the port of Amsterdam”, this was held 
to be a warranty that the ship was there at the 


time of the making of the memorandum— Behn v. 
Burnett (1863). 

In a time charter readiness to proceed on the 
voyage is a condition precedent. It is usual to 
put in the charter the day on which the ship is 
expected to be ready to load. 

“ Tight, Staunch, and Strong, and every way 
Fitted for 'the Voyage.”— This is equivalent to the 
implied warranty of seaworthiness, and such fit¬ 
ness for the voyage and for the cargo is a con¬ 
dition precedent to the contract. 

“All Possible Dispatch.” —It is an absolute 
undertaking to proceed to the port of loading and 
there to load with all possible dispatch and pro¬ 
ceed on the voyage, subject to the excepted perils 
which have already been examined in discussing 
bills of lading (see p. 50). 

Other exceptions may be provided for in a 
charter-party having in contemplation possible 
difficulties in securing the cargo. (Clause 2.) If 
the port is named in the charter-party, the ship 
must proceed there in due course. If it is to a 
port “as ordered”,,the ship must proceed when 
instructions are given to the port required. (See 
Chapter VII of this Part.) 

“ Full and Complete Cargo.” —It is the duty of 
the shipowner to be ready to load at the agreed 
place and to give notice to the charterers of such 
readiness. 

“ Readiness to load” implies that the charterer 
has complete control of every part of the ship in 
which cargo can be stowed, and that all needed 
papers and permits have been secured for the 
ship. It is the duty t>f the charterer to furnish 
cargo with the usual dispatch, unless he is ex¬ 
pressly excused. His obligation is not (in the 
absence of express exception) removed by strikes, 
Ac., which may prevent the cargo from being pro¬ 
cured, or by weather, delays on railways, Ac., 
which prevent its being loaded; but knowledge 
on the part of both parties at the time of the 
contract of such circumstances or local usages of 
the port may excuse him. After the loading is 
complete, all subsequent delay falls upon the ship¬ 
owner. 

Cargo must be delivered alongside so as to be 
taken direct into the ship, unless any special 
means of loading is customary in the port. 

Demurrage. —If the ship is detained loading or 
discharging cargo beyond the time allowed, the 
charterers are called upon to pay demurrage at an 
agreed rate per hour or day, and it is usually 
stipulated that any dispute as to the time shall 
be referred to arbitration. (See Chapter VII.) * 

Cesser Clause. —It is sometimes provided (see 
Clause 13) that the charterer’s liability shall cease 
on shipment of the cargo, and by the same danse 
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a lien is given to the shipowner for demurrage 
And dead freight, that is, for damages for breach 
•of contract to load. 

Exceptions in a charter-party must now be 
taken as a general rule to relate to both charterer 
and shipowner. 

Freight 

See Chapter VII of this Part. 

Average 

It is usually stipulated that the average shall 
be adjusted according to York/Antwerp Rules. 
{See Chapters VII and IX of this Part.) 

Issue of Bills of Lading 

It is usual to stipulate that bills of lading shall 
be issued for the cargo, the bills of lading to be 
prepared in accordance with the charter and signed 
by the master, agent, or owner within a certain 
time after the ship is loaded. These not only 
serve the charterer as evidence of the shipment, 


but are negotiable by him as ordinary bills of 
lading. Nevertheless, it is the charter which fixes 
the terms of the contract as between the ship¬ 
owner and charterer. A bill of lading subse¬ 
quently given cannot vary it. When, however, 
the bills of lading get info the hands of a bona- 
fide transferee for value the case may be different 
(see p. 52). 

As far as the master is concerned, in signing 
bills of lading he signs in general as agent for the 
shipowner, although it may be agreed that the 
master is to sign bills of lading as required by the 
charterer. He must not sign them when incon¬ 
sistent with the charter-party. Where there was 
a clause in a charter that the shipowner should 
not be liable for the master’s negligence, and by 
mistake the master signed bills of lading pre¬ 
sented by the charterers which did not give the 
shipowner this exemption, it was held that as the 
contract between the shipowner and the charterers 
was to the effect that the shipowner should not 
be liable for the master’s negligence, the charterers 
were bound to indemnify the shipowner against 
claims of holders of the bills of lading—Artier v. 
Mod Tryvam Steamship Company (1907). 


CONSTRUCTION OF THE CONTRACT 


Where there is a document containing the terms 
of the contract and its terms are clear, it governs 
the contract, as construed by the judge; but to ex¬ 
plain a contract which is ambiguous or indefinite, 
evidence may be given. 'The ordinary meaning 
of the words is adopted; technical words and 
special trade meanings may be explained. The 


whole document must be read together, with the 
exception that where there are printed forms, and 
some of the printed terms differ from terms which 
have been written in, the printing is subordinate 
to the writing. A general and reasonable custom 
which is not contrary to law may add terms to the 
written contract. 


A 

NON-PERFORMANCE 


A breach of contract by either party gives a 
right to damages. The general principle and the 
measure of damages have been discussed in dealing 
with the law of carriage elsewhere (see Part V, 
Chapter V). If a charterer refuses to load at all, or 
to load the agreed cargo, a right of action at once 
accrues to the shipowner; and failure to supply 
the ship or carry the goods safely gives a similar 
right to the charterer or goods owner. Damages 
may be agreed, and it is usual for a charter-party 
to contain a clause that damages shall be the esti¬ 
mated amount of freight Such a provision, how¬ 


ever, being in the nature of a penalty, is of little 
use, and it will be necessary to prove damages. 
Damages are such as may be said to have been 
within the reasonable contemplation of the parties 
at the time of contracting-—the loss of freight 
and the market price of the goods are deter¬ 
mining factors; but on a breach of the particular 
contract it is the duty of an owner to seek an¬ 
other cargo or a charterer another ship without 
undue delay. 

Performance of the contract is always excused 
by its becoming illegal 
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Introductory—The Ship—The Loading—The Voyage—The Delivery—Freight—Demurrage, &c. 


INTRODUCTORY 


It has already been seen that it is the duty of 
the shipowner with all diligence to provide a ship 
which is in every way seaworthy and fitted for the 
voyage. Where a ship is chartered, the charter- 
party will fix the time for loading, and there must 
be diligence in proceeding to the port of loading. 
Delay may dissolve the contract, as the prosperity 
of the whole venture may be affected by it. On 
the other hand, a refusal to load at the agreed 
place may discharge the shipowner from his 
liability. The agreement may be cancelled or 
may become void through the venture becoming 
contrary to law. 

The 8b4> must be provided with the necessary 
papers, all in order, with sufficient crew, and, 
where necessary, a pilot must be taken on board. 
The ship must be in readiness to receive the cargo 
at the appointed time and place, it generally being 
the duty of the shipowner to receive it alongside, 
according to the custom of the plaoe. It may be 
in some cases the duty of the shipowner to fetch 
the cargo from the shore. How much, however, 
the cargo owner or shipowner respectively is com¬ 
pelled to do through his own wharfingers and 
lightermen in the absence of any terms in the con¬ 
tract depends very largely upon particular custom. 
The shipowner’s liability for the goods begins with 
their receipt at the appointed place. The “ex¬ 
cepted perils* (see Chapter VI of this Part) cover 
carnage to the Bhip if the shipper is liable for con¬ 
veyance of the goods from the shore. It is the 
duty of the shipowner to provide the necessary 
tackle for lifting the goods on board, and to pro¬ 


tect them when on board; and, in. the absence of 
any agreement to the contrary, to stow the goods. 
(As to the carriage of deck cargo, cargoes of grain, 
and other special classes of goods, see Chapter VI 
of this Part.) 

Whether stevedores are employed or not, the 
owners by their master are responsible for bad 
stowage. 

The master must b^gin the voyage at a fit and 
proper time, with due regard to theaveather, and 
in times of hostilities must sail under convoy. 
In the absence of any provision under the con¬ 
tract, the voyage must be by the shortest and 
safest route, although usage may justify a slight 
deviation. Deviation is otherwise a wrong, and 
for what happens when off the usual course the 
owner is liable, even for dangers of the sea and 
other excepted perils. Deviation is excused for 
the purpose of saving life, not property, for neces¬ 
sary repairs due to accident or tempest, and to 
escape from enemies. In all cases of necessary 
deviation it must be as slight as possible. (See 
page 59.) 

On arrival at the port of discharge, the ship¬ 
owner must deliver the goods to the person en¬ 
titled, that is, generally to the party presenting 
the bill of lading. Freight is usually payable on 
the delivery of the goods, and demurrage or other 
charges may or may not give, as freight always 
gives, a lien on the goods. These and other 
questions arising out of the loading, the voyage, 
and the discharge are dealt with later on. In all 
such cases a special contract usually governs. 
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THE SHIP 


As we have seen, the shipowner is bound to pro¬ 
vide a seaworthy ship in readiness for the agreed 
purpose; otherwise freight will not be recoverable. 
The charterer may refuse to load an unseaworthy 
ship, or, if it is discovered to be unseaworthy after 
loading, he may recover the cost of landing and 
rehousing the cargo. 


As far as possible the ship must be kept sea¬ 
worthy during the voyage. 

The owner must give notice of the arrival of 
the ship, in the case of a charter, at the agreed 
port of loading, and from the time of its arrival 
at that port the ship is at the disposal of the 
charterer. 


THE LOADING 


The loading of the ship must be in accordance 
with the terms of the charter-party, where such 
exists. The charter generally provides that the 
ship shall proceed to a certain port and there load, 
or shall proceed to a port as ordered. In that 
case the order must be given within a reasonable 
time, or the charter may be abandoned by the 
shipowner. Refusal of the charterer to load gives 
an immediate right of action*to the shipowner. 
It is usual to provide for strikes, lockouts, floods, 
tempest, riots, political and civil commotions, and 
other exceptional causes preventing the shipment 
taking place in due course. These are generally 
known as “causes beyond the charterer’s control”, 
and are then made to excuse him for not provid¬ 
ing the cargo or for delay in so doing (see form, 
c Chapter VI). Without an express stipulation, the 
charterer would not be excused by the bankruptcy 
of the firm supplying cargo t delay on the railway, 
or other such cause of failure, unless it could be 
shown that at the time of contracting the parties 
were aware of these probable causes of delay. 
The charterer is supposed to have the cargo in 
readiness near the place of shipment, so that, even 
when excepted, such causes of delay occurring at 
a distance may not excuse the charterer for the 
non-provision of the cargo which ought to be on 
the spot. 

The charterer must load a full and complete 
cargo, filling the whole of the carrying space of 
the ship, if he has chartered the whole ship, and 
where the deadweight capacity has been stipu¬ 
lated by the charter, he is entitled to load up to 
that capacity. An exception, however, may arise 
where goods of an unwieldy character are pre¬ 
sented which have not been provided for in the 
charter-party. The ship must not be overloaded. 
In such a case the charterer may have to pay for 
, the whole ship, though not being able to load up 


to the full tonnage. Where the charter is for part 
of the ship only, the rest of the ship remains at the 
owner’s disposal for other or miscellaneous cargo. 

Stipulations in the contract as to loading are 
construed according to the custom of the port; 
but a custom must be clearly proved. 

The actual loading is done at the risk of the 
shipowner, unless it is provided otherwise by the 
contract. The employment of stevedores, even 
when approved by the charterer, does not relieve 
the shipowner from responsibility. His remedy 
is against the stevedores if the goods are damaged 
by them. Where jettison is an excepted peril, it 
will not avail the shipowner if the jettison was in 
fact due to the goods being improperly stowed. 
The shipowner will in such case be liable for their 
loss. The charterer must no£ send dangerous 
goods to be loaded unless with written notice of 
their character and unless the goods are properly 
marked. (See Chapter VI of this Part.) 

It is the duty of the shipowner to protect 
ordinary cargo by the supply of the necessary 
dunnage, which prevents contact with the sides 
or.fiottom of the ship. It is also the dhty of the 
shipowner to provide necessary ballast, although 
merchandise may be used for this purpose if 
offered. The shipowner will be liable for loss if 
different articles have been stowed together so as 
to be injurious to one another. In such a case it 
is not necessary to prove negligence, as the infer¬ 
ence is that the shipowner, being liable for bad 
stowage, is answerable^for the damage so arising. 

Whore it is stipulated that the loading or un¬ 
loading shall take place at a certain port, this 
means a safe place for the loading or discharge 
of the ship, and it is usual to add the term “ or so 
near thereto as she can safely get”; (As to the 
time for loading and unloading, see “Demur¬ 
rage”, p. 63.) 
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THE VOYAGE 


The master, having obtained the necessary clear¬ 
ance and permission of the Customs, and having 
pud any port dues or charges, must proceed on 
the voyage with all due speed by the usual course 
to the port of discharge. A vessel has “finally 
sailed” when she has left her port of loading or 
final port of call in the United Kingdom ready for 

the voyage, and with no intention of returning. 

• 

I 

Deviation 

The charter-party or bill of lading may reserve 
to the shipowner a certain liberty to deviate from 
the voyage, or a liberty to call at certain named 
ports, or a general liberty to call at ports, with 
liberty to aid and assist other vessels. But for 
some such provision, deviation, for any other pur¬ 
pose than the saving of life, necessary repairs, and 
avoidance of capture, would be a breach of con¬ 
tract. Deviation for the purpose of saving pro¬ 
perty alone is not Justified. 

In Leduc v. Ward (1888), a case in which it was 
attempted to justify a deviation on the ground 
that the shippers knew it was intended, Lord 
Esher, Master of the Rolls, held that that was no 
defence against the claim of the holder of the Bill 
of Lading. “ A Bill of Lading is a common mer¬ 
cantile document, *which has been used for hun¬ 
dreds of years, and I think that business men and 
Courts of Law have always interpreted it in one 
way, namely, that, if the only voyage mentioned 
is from the port of shipment to the port of des¬ 
tination, it must bo a voyage on the ordinary 
track by sea of the voyage from one place to 
another.” • • 

The facts in the well-known case of Scaramanga 
v. Stamp (1880) were that one vessel encountered 
another iu distress. There would have been no 
difficulty in taking off the crew from the dis¬ 
tressed vessel, but instead of this an agreement 
was made for the one vessel to tow the other into 
port. On the way severe weather was encoun¬ 
tered, and the tug with its cargo was lost. It 
was held that the deviation was unjustifiable, 
and that the shipowner was liable for the loss of 
the cargo, although, in fact, it occurred through 
perils of the sea which were excepted in the 
charter. 

On the other hand, if the master acts reasonably 
and for a recognized exception deviates, he will 
not make the shipowners liable for loss, and need 
not communicate with the cargo owners if he acts 
for the best of aR interests. A competent master 
will be allowed to exercise his discretion in choos¬ 


ing one port more than another to which to put 
back for repairs. (See Pkelps v. Hill (1891).) 

Control over and Care of the Cargo 

Generally, as to the master's authority on the 
voyage as agent for the shipowners and as to 
the cargo, see Chapter II, and as to navigation, 
Chapter III of this Part. 

During the voyage the owner of the goods re¬ 
tains authority over them, provided he has not 
parted with the document of title. He may, 
therefore, alter the destination of the goods if 
he issues his instructions in good time. Even 
where he has sold the goods, he may issue an 
order to stop delivery, provided they are still in 
transit, in a case where the buyer has become in¬ 
solvent. (See Chapter VI of this Part, and as 
to the general right of stoppage in transitu , see 
Part III, Chapter .VI.) 

It is the duty of the master to take care of the 
goods and to prevent their loss anj deterioration 
from any preventable cause on the voyage. A 
duty is imposed upon him, it has been said, as 
representing the shipowner to take reasonable 
care of the goods entrusted to him, not merely in 
doing what is necessary to preserve them on board 
the ship duriug tho ordinary incidents of the 
voyage, but also in taking reasonable measures to 
check and arrest the loss, destruction, or deterio¬ 
ration by reason of Occidents, for tjje necessary 
effects of which there is, by reason of the excep¬ 
tions in the contract, no original liability. (As 
to the master’s power of sale in certain cases, and 
to pledge by bottomry and respondentia, see 
Chapter II of this Part.) 

If during the voyage the ship sustains injuries 
through excepted perils which make it impossible 
for her to proceed, or such delay would be incurred 
through necessary repairs that it is not worth con¬ 
tinuing the voyage, the master may abandon the 
voyage. He may then tranship the goods and for¬ 
ward them by another vessel, and so earn the 
freight, or, on behalf of the charterer, forward 
the goods, abandoning the right to freight. The 
master is not perhaps bound to re-sbip under 
such circumstances, but if he forwards the goods, 
to their destination, he is entitled to the amount 
of freight as originally stipulated, although he 
may, in fact, have contracted for a smaller rate 
under the provisions for transhipment Without 
authority, express or arising from necessity, he 
cannot bind the cargo owner to pay a higher rate. 
The master must in brief, take care of the cargo, 
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so that, sabjeot to the excepted perils, it may I and condition, if signed for as so received on 
be delivered at its destination in good order I board. 

THE DELIVERY 


The discharge of the ship most be at the port 
named in the bill of lading or charter-party. Dis¬ 
charge otherwise may be restrained. A charter- 
party may, however, leave the port uncertain, 
either to be named at the port of loading or later. 
In the latter case it must be named within a 
reasonable time. If discharge at the actual port 
is prevented by a permanent obstruction, the ship 
may usually discharge at a place “ as near thereto as 
she can safely get”, as port means a safe port, free 
from natural dangers to the ship or from political 
disturbance. The test is whether the ship could 
ordinarily reach the port “ at all times of the tide 
always afloat”, this term implying that the ship 
shall not go anywhere where she would ground. 
Cargo may therefore in some cases be discharged 
at as near a place as the depth* of water and safety 
of the channel permit in fulfilment of a contract 
to deliver actually at the port. Mere temjiorary 
obstruction, however, is not sufficient, as in the 
case of an icebound port, a difficulty which may 
reasonably be anticipated at a certain time of year 
and the removal of which must bo awaited. 

The mode of discharge is usually subject to the 
practice of the port. It is generally the con¬ 
signee’s duty to take cargo from the ship’s side, 
and such a delivery is a satisfactory discharge of 
the shipowr^r’s duty. 

The master is not bound to notify the arrival 
of the ship in port to the charterer or consignee, 
unless it is specially so provided. He must notify 
the Castoms, but it is the duty of the cargo owner 
or consignee to watch for the ship and be ready 
to take delivery of his goods. The cargo owner is 
liable for landing and wharf charges. By contract 
the ordinary duty to deliver personally to the 
owner of the goods according to the custom of the 
port may be excused. The person generally en¬ 
titled to delivery is the holder of the bill of lading, 
unless notice has been given to the master that 
such holder is not so. He is entitled to the goods 
described in the bill of lading according to the 
number and marks, but only after payment of 
freight, unless it is specially agreed otherwise. 
Before goods are delivered, the master will require 
to see either the bill of lading endorsed to the 
effect that freight has been paid, or the production 
of a freight release issued on behalf of the ship¬ 
owner. When the cargo is made up of goods of 
the same description belonging to various owners, 
it often becomes mixed, and the marks get obliter¬ 


ated. The cargo must then he distributed in equal 
proportions according to the quantities shipped, 
in the absence of any express stipulation or 
custom. 

It is the duty of the consignee to take delivery 
of the goods within a reasonable time, having 
regard to the nature of the goods and the custom 
of the port. Obviously a longer time must be 
allowed for the delivery of goods which are stowed 
below other goods. The discharge of cargoes of 
coal or grain is usually provided ior in the charter. 
(And see “ Demurrage”, p. 63.) 

Where the consignee of ordinary cargo imported 
into the United Kingdom fails to take delivery 
within a reasonable time of goods, the shipowner 
is entitled to land and warehouse them. 

Where the consignee of any such goods fails to 
make entry of or to land them or take delivery 
with all convenient speed, the shipowner may 
make entry of the goods and land or unship the 
goods, either according to the time stipulated in 
the contract, or, if no time is stipulated, at any 
time after the expiration of seventy-two hours, 
excluding a Sunday or holiday, from the time the 
ship reported. Goods landed & this way must be 
placed by the shipowner in the wharf or warehouse 
named in the contract, if they can be conveniently 
received, or otherwise in some wharf or warehouse 
where such goods are usually received. The owner 
is entitled to take delivery before any such goods 
are actually landed or unshipped, and of goods 
ladded for the convenience of the ship within 
twenty-four hours after assortment. 

The shipowner by giving notice to the wharf¬ 
inger or warehouseman retains a lien for freight 
or other charges on goods so landed. This lien is 
only discharged upon the production to the wharf¬ 
inger or warehouseman of a receipt for the amount 
claimed and delivery of a copy or of a freight re¬ 
lease from the shipowner, or by' the deposit by the 
owner of the goods with the wharfinger or ware¬ 
houseman of the amount due; in this ease without 
prejudice to any other remedy which the ship¬ 
owner may have for the recovery of freight. 

The warehouseman has a right of sale by public 
auction if the lien is not discharged or no deposit 
is made within ninety days in the case at ordinary 
goods, or at an earlier period in his discretion in 
the case of perishable goods. Before the sale 
public advertisement must be given in the 
way, and the owner must be notified if his addfess 
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is known. The proceeds of sale are applied, in the shipowner’s claim for freight and charges, the 
order named, to payment of customs or excise surplus, if any, to belong,to the owner of the 
duties, expenses of sale, warehousing chafges, and goods. 

FREIGHT 


“Freight” is properly the amount payable for 
the safe carriage of goods in a ship. The term is 
also applied, though not correctly, to payment 
made for the use of a ship, which really should be 
known by the name of “hire”. 

In the absence Of any stipulation, it is implied 
that payment of freight shall be on delivery of the 
goods, or on readiness to deliver, at the proper 
place on payment of the proper charges. It follows, 
therefore, that freight cannot be claimed if the 
voyage is prevented, although the prevention is due 
to causes over which the shipowner has no con¬ 
trol. Freight is not recoverable for an illegal 
voyage. 

Freight is usually only payable on “goods” 
shipped, carried, and delivered; but it may be 
provided that freight shall be paid “ship lost or 
not lost”. 

In an old case, Hunter v. Printep ( 1808 ), Lord 
Ellenborough said: “The shipowners undertake 
that they will carry the goods to the place of 
destination, unless prevented by the dangers of 
the seas, or other unavoidable casualties: and the 
freighter undertakes that if the goods be delivered 
at the place of their destination, he will pay the 
stipulated freight; but it was only in that event, 
viz. of their delivery at the place of destination, 
that he, the freighter, engages to pay anything. 
If the ship be disabled from completing her voy¬ 
age, the shipowner may still entitle himself to (he 
whole freight by forwarding the goods by some 
other means to the place of destination; but he 
has no right to any freight if they be not so for¬ 
warded, unless the forwarding them be dispensed 
with, or unless there be some new bargain on this 
subject. If the shipowner will not forward them, 
the freighter is entitled to the goods without 
paying anything. . . . If no freight be earned 
and he (the shipowner) decline proceeding to earn 
any, the freighter has a right to the possession.” 

The same rule applies if goods have to be de¬ 
stroyed owing to their defective condition; but the 
shipowner has a right to goods which are delivered 
although damaged, the consignee having his claim 
for d&mages against the shipowner. 

Lump fi&ight secured under a charter-party is 
payable on delivery of the cargo, and disputes 
often arise "when the whole of the cargo is not 
delivered. It is usual in such a case for the dead* 
weight capacity of the teasel to be stated, and if 


the full cargo loaded shows less than the weight, 
the charterer is entitled to a reduction. 

There may be an express, and in some cases 
an implied, agreement to pay the whole or part 
of the freight although the voyage is not actually 
completed. In the case of live animals payment 
may be provided for whether delivered alive or 
not. 

Advance Freight 

Where it is agreed that freight shall be payable 
in advance, in whole or part, and it is not paid 
as agreed on shipment, the advance freight must 
be paid though the ship and goods are lost. This 
is not the case, however, where a stipulation is to 
the effect that freight shall be paid in advance if 
required, and it is not so required until after the 
loss has taken place. In such a casd the allowance 
for the insurance on advance freight has been held 
to show that the demand was to be made when 
insurance of the ship and cargo was possible. 
Advance freight is thus distinguished from a loan 
on account of freight. 

Freight under agreement, which has been paid 
in advance, is not recoverable. 

If a ship should be proved to have been unsea¬ 
worthy at the time of sailing, which*is a breach 
of an implied condition, and is afterwards lost,, 
freight is not payable. 

Time Freights 

An agreed freight according to the time of the 
employment of the ship is in the nature of rent, 
and it is usually provided in what way this shall 
be calculated. Such freight, in the absence of 
stipulation, is payable on the discharge, and on 
such an agreement the time occupied in repairs is- 
not deducted, unless it is so stipulated. 

Freight is also payable (in the absence of stipu¬ 
lation to the contrary) during the detention of the 
ship by blockade, embargo, or other force moyeure. 
It is usual, however, to provide for periodical 
payments, and to withdraw the ship on non-pay¬ 
ment. If, however, the shipowner is going to take 
advantage of this, he must act promptly. He will 
not be allowed to delay notice of withdrawal until 
the ship has loaded and proceeded and then to 
claim damages, as he will be held to have waived 
his right under the contract 



62 SHIPPING [ftrtvi 


In a recent case there was an exception in a 
time charter absolving both parties from carrying 
out tho contract if strikes intervened, and the 
charterer ordered the ship to a port where it was 
known there was a strike and there was a delay 
of two months. It was held that the charterers 
were not entitled to refuse to pay hire, as they 
might have sent the ship to another port— Brown 
v. Turner (1912). 

Even a time charter may be conditional on the 
carrying out of a certain voyage. 

Calculation of Freight 

Freight is payable at the rate stipulated in the 
bill of lading, or at the ordinary rate if not so 
stated, except in cases where there has been an ex¬ 
press agreement to carry freight free or at a nominal 
rate. The mode of measurement or of ascertain¬ 
ing the weight is usually stated, but if not, and 
the weight varies as between the port of loading 
and the port of discharge, it is usual to take the 
lowest weight for the purpose of ascertaining 
freight, subject, however, to the custom of the 
trade. In grdin and seed contracts it is usual to 
stipulate for shipping weights. It is, no doubt, 
customary in the case of goods which do not show 
any appreciable change to pay on the delivered 
weights. The bill of lading quantity, unless it is 
so agreed, is not conclusive against either party. 
The freight is taken to be payable in cash, without 
discount or allowance, subject, however, to cus¬ 
tomary allowances in certain cases. The cargo 
owner has iH> right to deduct from the freight the 
amount he claims for damage or loss, unless it is 
expressly agreed. It is usual to claim against 
the shipper on short delivery for the price of 
the goods at the time. 

Payment of Freight 

A common clause provides for payment with 
freight of primage and average according to any 
particular trade usage. “Primage” is a small 
percentage on the freight, which was originally 
the perquisite of the master, but now, if payable 
at all, it is usually agreed between the master 
and shipowner that it shall belong to the latter. 
“Average” in this connection indicates a share of 
certain expenses incurred, partly for the benefit of 
the ship and partly for the benefit of the cargo, 
such as towage. 

Freight is payable by the person who agrees to 
pay under the contract, or, if not so named, by the 
person on whose behalf the goods were shipped, 


although he may only have been an agent The 
original shipper remains liable even after delivery,' 
but it is usual for shippers to be absolved under 
a clause in the bill of lading. When it plainly 
appears from the words of such a cesser clause 
that the parties intended all liability of the shipper 
to cease on loading he is absolved, whether a lien 
is given on the cargo or not. Usually such a 
lien is given in substitution of the right against 
the charterer. 

The consignee in most cases pays the freight, 
and if credit is given to the consignee the right 
of recourse against the shipper is lost. The person 
who presents the bill of lading is in practice 
responsible and generally prepared, in the ordi¬ 
nary course of business, to pay the freight. 

As to transfer of the bill of lading see p. 62. 

Freight secured under a charter-party is payable 
by the charterer, except in cases where, under a 
cesvser or lien and exemption clause, the shipowner 
has agreed to relieve the charterer of all liability 
after the goods are shipped. 

Freight is primarily payable to the person named 
in the contract, who is usually the owner of the 
ship at the time. 

Freight may be assigned apart from the ship, 
and if notice is given to the freighter he must pay 
to the assignee, and will not bo excused by pay¬ 
ment otherwise. If there has been an assignment 
and cross claims are made, the shipowner may 
interplead. Payment to the master or agent of 
the shipowner will usually be effectual, and, in the 
case of several owners, if made tO the managing 
owner or the ship’s husband. On the sale of the 
ship the right to freight passes to the purchaser, 
but only to a mortgagee on his taking poases- 
sioji. . _ 

“ Back freight” is a term applied to the amount 
due to the shipowner where the cargo does not 
reach its destination owing to excepted perils, 
or where on arrival a merchant does not fakw 
delivery within a reasonable time, and expenses 
are rightly incurred. It is then the duty of the 
master, if he does not tranship, to deal with the 
cargo in the owner’s interests, and he can recover 
his charges for so doing. 

By English law, where .the voyage is only partly 
accomplished, freight is only payable pro rata if 
an agreement to that effect is expressly made or 
can be implied from the circumstances. Such an 
agreement is not implied merely by the receipt 
of the goods by the owner at some intermediate 
port. Underwriters have the right to freight after 
the abandonment of the ship. (See Chapter IX 
of this Part.) 
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DEMURRAGE,.ETC. 


The charterer undertakes to deliver the goods to 
the ship within the time stipulated in the agree¬ 
ment. It is customary to allow so many days or 
hours for loading under the charter, and also for 
unloading, or to insert some such clause as “as 
fast as steamer can receive (or deliver) in the 
ordinary working hours'*, or a stipulation that so 
many tons are to be loaded or discharged per hour 
or day. These are the “ lay * days or hours. * It is 
then usually provided that there shall be certain 
additional days or hours for which the charterer 
shall pay a certain sum if the ship is delayed. 
This sum is properly called “demurrage”. It is, 
however, customary to use the word demurrage 
as applied to damages in consequence of any de¬ 
tention of the ship beyond these days either for 
loading or discharging. 

The lay days may be working days (of so many 
hours), which will exclude Sundays and holidays, 
or running days, meaning consecutive days, in 
which holidays will be included. Custom or 
usage of a particular port may, however, vary 
the interpretation of these expressions. 

It is usual, to treat the days for loading and 
discharge separately, but it may be provided in 
the charter that these shall be averaged, that is, 
if days are saved on the loading or on the dis¬ 
charge, they may be held to make good any days 
exceeded on the alternative operation. It is some¬ 
times provided that “dispatch money” at so much 
per day or hour shall be paid to the charterer ou 
time saved on loading or discharge. 

Stipulations as to demurrage coming after the 
loading and discharge clauses apply to both load¬ 
ing and discharge. * 

If a time is fixed for the loading of the ship, 
this will impose an absolute obligation on the 
charterer to pay damages in any event for delay, 
unless , he is expressly relieved owing to certain 
causes, such as frost, crowded port, <fcc. Under 
such a charter the charterer takes the risk of not 
being able to load in the stipulated time, and is 
liable in any event, except where the delay is due 
to the default of the shipowner, as where the ship 
is not sent to the proper place for loading. It 
follows also, from the fact that the liability of the 
charterer only begins when the ship arrives at the 
place prepared to load the cargo, that delay owing 
to quarantine falls on the shipowner, as the ship 
in the ordinary course has not then been placed at 
the disposal of the charterer. 

If the work of loading or unloading is to be 
performed by an independent authority, such as 
a dock company, the charterer will not be liable 


for delay, unless it was in any way caused by his 
act. 

Even in the case of exceptions they apply only 
to the port itself, as it is the charterer’s duty 
to have the cargo ready. They will not excuse 
him for accidents at a distance, unless it is well 
understood or customary that cargo should be 
brought from a distance to a port, as where cargo 
is naturally stored higher up, and only brought 
down a river for shipment 

It is usual to stipulate in coal charters that the 
ship shall be ready to load “in regular turn”. The 
charterer will be liable if the ship is ready and for 
some reason she does not get her turn. 

Where it is stipulated that discharge shall be 
according to “ settled or established practice and 
custom”, and cargo is discharged with all dis¬ 
patch according to the custom of the port, 
although the ship may be kept waiting even for 
some weeks, the charterer is not liable. 

It is essential that notice should be given by the 
shipowner to the charterer of the ship’s arrival at 
the port for loading before the lay days begin. 
Such notice is not necessary of the ship's arrival 
at the port of discharge, it being the duty of the 
charterer or his representative to watch the ship’s 
progress. 

Commencement of Lay Days 

n 

The lay days commence when tho ship has 
arrived at the agreed place and is ready to take 
in or deliver cargo. The term “arrival of the 
ship” has been discussed in several important 
cases. It has been laid down that if the charter- 
party stipulates for a particular wharf, the ship 
must arrive alongside that wharf. If a particular 
dock is named, when the ship is ready and at the 
charterer’s disposal inside the dock, although not 
alongside the quay, the ship has arrived, but the 
charterer may select the actual berth. If a port 
or other wide district is named, the ship has 
arrived when she is ready and at the charterer’s 
disposal within the named place in its commercial 
sense, though she may not be in a position to 
receive or discharge cargo, or be at the wharf, 
dock, or other part of the place to which the 
charterer may have properly required her to go, 
for he can still select the actual loading spot. The 
charterer must act reasonably in his selection, and 
is liable in damages for delay in naming a berth. 
If the contract expressly entitled the charterer to 
order the ship to a particular wharf or dock, then 
the wharf or dock becomes the “ particular place * 
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as named in the contract. If the hhip is prevented 
from going to a particular place by obstacles caused 
by the charterer, the lay days begin as soon as the 
ship is ready and notice has been given to the 
charterer of that fact. 

In the case of coaling charters it is usual for the 
charterer to stipulate for the loading to be accord¬ 
ing to Colliery Guarantee. He obtains from the 
colliery a guarantee to load so many tons a day 
or hour, and by incorporating the guarantee in his 
charter secures that he shall not be liable for 
any damages which he cannot recover against the 
colliery. 

If the lay days are not fixed by the charter- 
party, but there is only such a term as “all dis¬ 
patch”, or “as fast as ship can deliver”, the char¬ 
terer must load or discharge with reasonable 
diligence after the ship has come to the agreed 
berth or port of delivery. A charterer is never 
liable for delay after the loading has been com¬ 
pleted, as, for example, owing to the absence of 
ship’s papers. 

f 

Demurrage under Bill of Lading 
« 

Demurrage usually arises under an agreement 
for the charter of a ship, but sometimes where 
bills of lading are given or negotiated to strangers 
to the charter-party, demurrage may be due to the 
action of the holder of the bill of lading. The bill 
of lading may contain a demurrage clause, or more 
commonly may incorporate the terms and condi¬ 
tions of die charter-party.,, It is usual to provide 
for the bilUof lading holder paying demurrage at 
the port of loading. Liability, while primarily 
attaching to the shipper, passes on assignment of 
the bill of lading by endorsement. 

Demurrage may arise in the case of a general 
ship. Each consignee is allowed a reasonable time 
to take delivery, and may have to pay for delay in 
taking delivery of his goods and so detaining the 
ship. 

Right to Sue 

The person who primarily has the right to sue 
for demurrage is the shipowner. When no lien is 
given, a charterer is still liable for demurrage and 
detention at the port of loading. The charterer 
is the person primarily liable, unless under the 
cesser clause it has been agreed that he shall not 
be liable under the charter-party after the ship¬ 
ment of the goods. 

A master may sue if the contract was made by 
him. 

Lien 

At common law the shipowner has a lien on the 


cargo for freight, as he has a right to keep the 
goods till they are properly demanded and thb 
charges are paid. This lien applies to the particu¬ 
lar goods shipped, and depends on their possession. 
It is not a general lien covering other goods of the 
same shipper. Such a lien also applies to general 
average and expenses incurred in preserving or 
protecting the cargo, as well as freight. 

It is usual to give an express lien by the charter- 
party, which then covers other charges, includ¬ 
ing dead freight, that is, damages for breach of 
covenant to load a full cargo. Without agreement 
there is no lien for advance freight, or where 
freight is payable before the delivery of goods or 
not due when goods are claimed. The right to 
lien may be waived expressly or impliedly by 
making freight payable after delivery. 

Maritime lien, giving a claim against the ship, 
is independent of possession. It arises under sal¬ 
vage services, damages for collision and bottomry; 
and the master and seamen have such a lien on the 
ship for the payment of their wages (by statute). 
(See Chapter III of this Part.) 

Lien does not cover a master’s outlay for neces¬ 
saries not secured, nor claims for towage; but, as 
we have seen, a warehouseman has, in certain 
cases where goods are landed, not only a lien but 
a right of sale. 

Except when given by express words, there is 
no lien for demurrage, or damages for detention, 
or for dead freight, or for "wharfage dues or 
cliftr^cs 

(See “Lien” generally, Part III, Chapter XII.) 

General Average 

Where a loss arises to some part of the ship or 
cnVgo owing to an extraordinary sacrifice made or 
expenses incurred for the preservation of either 
the ship or cargo, this must be borne in propor¬ 
tions by all the parties interested. It is essential 
to “general average” that there should have been 
a common danger, and one not due to the default 
of one of the parties. There must have been both 
the necessity for a sacrifice and a voluntary sacri¬ 
fice, involving an actual destruction, and there 
must be an actual saving through the sacrifice. 
The sacrifice may take the form either of a loss, 
as by jettison of cargo, or damage to goods through 
water being poured on the ship to put out fire, or 
Iobs by sale of the cargo or part of it for the pur¬ 
pose of providing supplies, or through cutting 
away some part of the ship or its tackle, or by 
loss of freight. On the other hand, there may be 
an extraordinary expenditure for time or labour 
and expenses in a port of refuge. 

Where general average arises, it is the duty of 
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the master to collect the contributions from the 
various parties liable, and he must furnish ac¬ 
counts. He is entitled to retain the cargo until 
the contribution is paid. It is usual for the 
parties to execute a general average bond, agree¬ 
ing to pay the amount found-due on adjustment. 

The parties usually liable to general average 
contribution are the shipowner, or in some cases 
the charterer,if there has been a demise, the cargo 
owner or consignee Of cargo, and, where a bill of 
lading so stipulates, or a notice that the master's 
lien is given to the holder at the time, the holder 
of the bill of lading is liable. * 

Particular Average is when any damage is done 
to the ship or cargo which is not for the general 
benefit. Such loss falls upon the owner of the 
particular property. (See “Marine Insurance”, 
Chapter IX of this Part.) 

A Recent Case 

A recent case in the House of Lords well illus¬ 
trates many of the points which are dealt with 
in this Chapter. In Kish v. Taylor (1912), the 
owners of the 8&.vWearside sued the holders of 
bills of lading for part of a cargo of timber from 
Pensacola to Liverpool The owners claimed a 
lien upon the cargo for loss sustained in conse¬ 
quence of the charterer’s failure to load a com¬ 
plete cargo. The bill of lading incorporated all 
the conditions of the charter-party, which author¬ 
ized deviation for the purpose of saving life and 
property, and gave an absolute lien on the cargo 
for all freight, dead freight, demurrage, and aver¬ 
age. The charterers were bound to furnish a full 
cargo, which they failed to do, loading only about 
801 instead of 1390 standards; the ship at the time 
being perfectly seaworthy and ready to receive a 
full cargo, land the owners being quite prepared 
to carry out their contract. The right to recover 
damages by way of dead freight therefore accrued 
at that time, but the master, after this default on 
the part of the charterers, obtained additional cargo 
from other sources. He, however, overloaded the 
ship with deck cargo to such an extent as to make 
her unseaworthy. Proceeding to sea, in conse¬ 
quence of bad Weather and her overloaded condi¬ 
tion, he. was forced to take refuge in order to save 
his vessel and the lives of the crew. Although 
Borne of the deck cargo was carried overboard, 
other portions jettisoned, and others damaged, as 
well as the vessel herself, the owners made no 
claim for the cost of repairs or for compensating 
the owners of the lost or damaged cargo, frankly 
admitting their improper act iu overloading the 


ship. The ship duly arrived in Liverpool with.' 
the original timber cargo uninjured. 

The House of Lords decided that the shipowners 
were entitled to recover dead freight Lord Atkin¬ 
son, delivering their judgment said it was not dis¬ 
puted that it was prima facie not only the right 
but the duty of the master to deviate if it were 
reasonably necessary in order to save his ship and 
the lives of his crew, nor was it in this case dis¬ 
puted that the owners were answerable in damages, 
to everyone who sustained loss or iqjury by reason 
of the breach of their warranty of seaworthiness, 
and that they could not recover from any party 
for any loss or expense which was the result of 
their breach of warranty, or any course they might 
have had to take in consequence of it. In certain 
cases a voluntary or unwarranted deviation would 
render the contract of affreightment void ab mitio> 
but justifiable deviation did not avoid the contract 
if it was the presence of the peril and not its causes, 
which justified it. It became, therefore, immaterial 
whether the unseaworthiness of the ship or negli¬ 
gent navigation contributed directly to the peril or . 
not. In the present case, therefore, the deviation 
was justifiable, and if it was the presence of the 
peril and not its causes which determined the 
character of the deviation, the contract was not 
void. Otherwise the master of a ship was left 
in such a dilemma that, whenever by his own 
culpable act or a breach of contract by hia 
owner he found his ship in a perilous position, 
he must continue on his voyage at all hazards, • 
or only seek safety under the penalty of forfeiture 
of the contract. Nothing could tend more to in¬ 
crease the dangers to which life a*d property 
were exposed at sea if it were held that the law 
of England obliged the master of a merchant ship 
to choose between such alternatives. In this case, 
in fact, the claim ot the owners arose before they 
were in default at all, and was independent of their 
default, and due to the charterers’ default The 
latter were, in fact, seeking to take advantage of 
the owners’ wrong to deprive them of a right which 
their own wrong gave them. 

Lord Atkinson was of opinion that a master 
whose ship was from whatever cause in a perilous 
position did right in making such deviation from 
his voyage as was necessary to save his ship and 
the lives of his crew, and that while the right to 
recover damages for all breaches of contract and all 
wrongful acts committed either by himself or the 
owners was preserved to those who were wronged 
or injured, the contract was not put an end to by 
such deviation, nor were the rights of the owners , 
under it lost. 
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CHAPTER VIII 

SALVAGE AND WRECK 

Salvage—Wreck 


SALVAGE 


Introductpry 

“Salvage” is the service performed by anyone 
■who, as a volanteer and under no legal obligation 
to act in the particular matter, renders a useful ser¬ 
vice which is successful in salving a vessel or cargo. 

Under the Maritime Conventions Act, 1911, a 
master or person in charge of a vessel is under a 
general duty to render assistance to persons in 
danger at sea, even if subjects of a State at war. 
Neglect is a misdemeanour. Compliance with this 
requirement does not affec| the right to salvage. 

A person* who saves or assists in saving a 
ship or property belonging to a ship from danger- 
at sea, who is not under a duty to the ship, is 
usually entitled to reward. In the ordinary way 
a master or crew cannot be salvors of their own 
ship, as they owe a duty to do their utmost for 
the ship. The owners of one vessel cannot claim 
salvage against another owned by them if as 
carriers they would be liable for loss or damage 
to the cargo. A pilot, while engaged as pilot, 
cannot ordinarily claim salvage. But a crew may, 
after abandonment of a vessel, become entitled for 
services subsequently rendered which assist in its 
recovery, or a pilot for exceptional assistance. A 
tug engaged to tow is not entitled to salvage, but 
for exceptionally dangerous services may be able 
to claim. A passenger also owes a duty to the ship 
in an emergency which usually prevents him from 
recovering as a salvor. Managing owners are rarely 
awarded salvage* as such duties are generally com¬ 
prised in the services for which they are engaged. 

It i$ essential that the service should be personal 
and successful in its object* that is, that goods 


should have been saved, and that the service ren¬ 
dered should have contributed to the saving. The 
onus of proof is upon those vfho allege they have 
rendered salvage services, and they must show 
there was a real and sensible danger or appre¬ 
hension of it. The claim may be barred by custom 
or usage, or by agreement, or misconduct in the 
salvors. 

“Salvage” includes all expenses properly in¬ 
curred by the salvor in the performance of the 
salvage services. 

The right to salvage is peculiar to the saving 
of property from danger at sea. There is no such 
right in connection with saving property on land, 
although the term “Salvage” is commonly applied 
to goods saved from fire. 

Remuneration for Salvage 

Where services are rendered wholly or in part 
within British waters in saving life from any 
British or foreign vessel, or elsewhere in saving 
life from any British vessel, the salvor is entitled 
to demand from the owner of the vessel, cargo, 
or apparel saved a reasonable amount of salvage. 
Salvage in respect of preservation of life payable 
by the owners of the vessel is payable hi priority 
to all other claims for salvage. Where the vessel, 
cargo, or apparel is destroyed, or the value is in¬ 
sufficient to pay the amount of salvage payable in 
respect of preservation of life, in the discretion of 
the Board of Trade a sum may be payable out of 
public moneya 

Salvage may sometimes be awarded by British 
Courts in respect of foreign ships beyond the 
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British jurisdiction, as under Order in Council, 
when any foreign Government has agreed to this 
course, the provisions of the Merchant Shipping 
Act may be applied to such ships. 

When services are rendered by any person other 
than the receiver of wreck in assisting a vessel or 
saving the cargo or apparel in or near the coasts 
of the United Kingdom, the salvor is entitled to 
a reasonable amount of salvage from the owners 
of the vessel, cargo, apparel, or wreck. Any agree¬ 
ment made as to the amount must be a fair one, or 
the Court will not uphold it. • 

In the assessment of salvage remuneration the 
Courts take many facts into consideration. They 
have been summarized by Lord Justice Buckley in 
a recent case: (1) The Court is generous in these 
matters, for this reason, that it is desirable to 
encourage salvage services. (2) In order to esti¬ 
mate the amount which is to be awarded, con¬ 
sideration is not given simply to the price at which 
such services could have been bought in the market. 
(3) Regard is to be had to the value of the ship 
salved and to the value of the salving ship, (4) to 
the danger to which each ship was exposed, (5) to 
the delay to which the salving vessel has been put, 
and (6) to the fact that the salving vessel has ac¬ 
cepted a task for which she gets nothing if she 
lads —The Port Hunter (1910). 

Determination of Salvage Disputes 

Disputes as to the amount of salvage payable, 
whether for life or property, if not settled by agree¬ 
ment, arbitration, or otherwise, may be determined 
summarily: in any case where the parties consent; 
or where the value of the property does not exceed 
£1000; in any case where the amount claimed 
does not exceed in Great Britain £300, in Ireland 
£200. In all other cases disputes as to salvage 
are determined by the High Court in England 
and Ireland, and in Scotland by the Court of 
Session. If an action is brought and less than 
£300, or £200 in Ireland, is recovered, the claim¬ 
ant will usually be disentitled to costa 

Summary disputes are settled by County Courts 
having Admiralty jurisdiction, or in Scotland by 
the Sheriff’s Court, in Ireland by two justices, 
a stipendiary, recorder, or chairman of Quarter 
Sessions. There is an appeal from the decision 
in cases summarily dealt with. 


In any case of dispute the receiver of the district 
may, on the application of either party, value the 
property. 

Where salvage is due to any person the receiver 
may detain the vessel or wreck, and in certain 
cases the receiver may sell such detained property 
for the purposes of satisfying the salvage claim. 

A claim to salvage may be recovered by action 
against the owners to the extent of the value of 
property saved, but the salvor has a claim against 
the ship itself and also % lien upon the ship. 

An agreement as to salvage where the salvor 
voluntarily agrees to abandon his lien may be 
made before two witnesses, and binds the ship 
and the cargo and freight and the respective 
owners for payment of salvage which may be 
adjudged by the Court. 

When salvage has been awarded and does not 
exceed £200, the receiver may settle any dispute 
as to its apportionment amongst the several claim¬ 
ants. Where the amount exceeds £200, any dispute 
may be settled by the Admiralty Courts. 

In disputes as to apportionment of salvage 
between owner or master, pilot or crew, in the 
service of a foreign vessel, the apportionment is 
in accordance with the law of the country to 
which the vessel belongs. (See also Chapter X 
of this Part.) 

Salvage by H.M. Ships 

Where salvage services are rendered by any of 
H.M. ships, the consent of the Admiralty is re¬ 
quired to any prosecution of a clain^/or salvage. 

Where salvage services are so rendered at any 
place out of the limits of the United Kingdom, 
the vessel, cargo, or property saved may be taken 
to some port where there is a consular officer or 
colonial Court of Admiralty; before such official 
or court a bond may be executed agreeing to 
answer the demand for salvage services. 

Services Apart from Salvage 

Claims for remuneration, apart from salvage, 
may be made against the owner if it can be shown 
that the services were requisitioned, as distin¬ 
guished from being volunteered. Ordinarily, 
however, an agreement to pay for services in any 
event is not readily implied. 




"Wreck” includes jetsam, flotsam, lagan, and 
derelict found in or cm the shores of the sea or 
any tidal water. Unidentifiable wreck belongs to 


the Crown, but owners may subsequently prove 
their title. 

(As to enquiries into shipping casualties by 
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a Wreck Commissioner, see Chapter V of this 
Fart.) 

Duties of Receiver of Wreck 

Where a British or foreign vessel is wrecked, 
stranded, or in distress at any place on the coast 
of the United Kingdom, or any tidal water, the 
receiver of wreck for the district, upon being ac¬ 
quainted with the circumstances, must proceed 
there and take command of all persons present, 
assign duties and give directions for the pre¬ 
servation of persons, cargo, and apparel of the 
vessel. Disobeying the receiver is an offence, but 
he must only interfere between the master and 
the crew in reference to the management of the 
vessel when he is requested to do so by the 
master. The receiver may require persons to 
assist him, require the master or other person in 
charge of any vessel near at hand to assist, and 
demand the use of any wagon, cart, or horses 
near at hand for the purpose of assisting such a 
vessel in distress. Power is given to use adjoin¬ 
ing lands, the owner or occupier to be compen¬ 
sated for any # damage. 

The receiver may suppress any plunder and dis¬ 
order by force. If such a vessel is plundered, 
damaged, or destroyed by persons riotously or 
tumultuously assembled together, compensation is 
to be made to the owner of the vessel, cargo, or 
apparel, in England as under the Riot (Damages) 
Act, 1886, by the local authority, in Scotland by 
the inhabitants of the county, city, or burgh, in 
Ireland as under the Malicious Injuries Act. 

In the absence of a receiver his powers may 
be exercised (in the order named) by any chief 
officer of Customs, principal officer of the coast¬ 
guard, officer of Inland Revenue, sheriff, justice 
of the peace, or naval or military commissioned 
officer. 

Where any ship is or has been in distress on 
the coast of the United Kingdom, the receiver of 
wreck, or other appointed person, may examine 
any person belonging to the ship or other person 
as to the name and description of the ship, name 
of the master and owners, owners of the cargo, 
destination, occasion of distress, services rendered, 
and other matters. 

Dealing with Wreck 

Where any person finds or takes possession of 
any wreck within the limits of the United King¬ 
dom, or any wreck found elsewhere is brought 
within those limits, if he is the owner he must 
give notice to the receiver of the district with a 
description; if he is not the owner, he must deliver 


the wreck to the receiver. Non-compliance with 
this requirement is subject to a penalty of £100 
and forfeiture of any claim to salvage and pay¬ 
ment of double value to the owner. 

Where a vessel is wrecked, stranded, or in dis¬ 
tress within the limits of the United Kingdom, 
any cargo or other articles belonging to or washed 
ashore must be delivered to the receiver; and any 
person, whether owner or not, guilty of secretion 
or appropriation is liable to a penalty. 

A receiver must give notice within 48 hours 
that« he has taken possession of any wreck by 
posting a description in the Customs House on 
the spot, and if the value exceeds £20, he must 
transmit a description to Lloyd’s in London. 

The owner of any wreck in possession of the 
receiver, upon establishing his claim within one 
year and paying the salvage fees and expenses, is 
entitled to have the wreck or the proceeds de¬ 
livered up to him. In the case of any foreign ship, 
the Consul-General of the country to which the 
ship or cargo owners belong, in the absence of the 
owner or master or other agent, is deemed to be 
the agent of the owner for the purpose of the 
custody and disposal of the articles. 

The receiver may effect an immediate sale of 
any wreck if it is under the value of £6, or of 
a damaged or perishable nature, or of insufficient 
value to pay for warehousing, the net proceeds 
being held by the receiver as if the wreck had 
remained unsold. » 

Unclaimed Wreck 

The title to unclaimed wreck found in any part 
of His Majesty’s dominions, except in places where 
the right has been granted to any other person, is 
in. the Crown. Any person who is entitled in his 
own right to unclaimed wreck must deliver a state¬ 
ment of his title to the receiver of the district, and 
the receiver in possession of the wreck must within 
48 hours send a full description to such person, if 
satisfied as to his title. 

Where no owner establishes a claim to any 
wreck within one year after it came into a 
receiver’s possession, the receiver must deal with 
the wreck; (a) if the wreck is claimed by a 
person entitled who has proved his title as re¬ 
quired, it must, after payment of expenses, be 
delivered to him; (6) if not so claimed, the 
receiver must sell and pay the net proceeds 
either to the Duchy of Lancaster or the Duchy 
of Cornwall if so claimed, otherwise to the 
Crown. Disputed rights may be determined 
summarily as in the case of salvage. 

The Board of Trade may purchase rights to a. 
wreck possessed by any private person. 
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Removal of Wrecks 

i 

When any vessel is sank, stranded, or abandoned 
in any water, under the control of a harbour or 
conservancy authority, or in or near any approach, 
so as to cause obstruction or danger to navigation 
or lifeboat^ the authority may take possession and 
remove, or light or buoy any such vessel j and they 
tnay sell any vessel or part raised or removed to 
cover the expenses, after giving due notice of sale 
and subject to the right of the owner befoae sale 
to have the property delivered to him on paying 
the fair market value. A general lighthouse 
authority for the district, where there is no 
harbour or conservancy authority, may deal with 
obstructions in the same way. 

The decision of the Board of Trade in any dis¬ 
pute between authorities is final. 

Receivers of Wrecks 

Receivers of wrecks are appointed by the Board 
of Trade, and may be any officers of customs or of 
the coastguard, or of inland revenue or some other 
person. Fees are payable to receivers in accord¬ 
ance with regulations, and are recoverable as 


salvage dues. Coastguard officers are entitled to 
remuneration according to scale for services ren¬ 
dered in watcbing and protecting shipwrecked 
property. 

Any wreck consisting of dutiable goods which 
comes ashore is liable to the ordinary customs duty. 

Offences in Regard to Wrecks 

It is a felony to take ahy wreck to a foreign 
port A fine of £60 is imposed upon any person 
unlawfully interfering with any vessel wrecked, 
stranded, or in distress, or hindering the saving of 
any such vessel, secreting any wreck, or wrong¬ 
fully carrying away any part of the vessel or the 
cargo. The receiver may take proceedings before 
justices against any person suspected of inter¬ 
ference with any wreck. 

Marine Store Dealers 

For the prevention of the disposal of articles 
from wreck through the agency of marine-store 
dealers or old-metal dealers, stringent regulations 
are imposed upon such dealers. (See Part I, 
Chapter XIII.) 
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INTRODUCTION 


When and where this practice of marine in¬ 
surance first had its origin it is perhaps hopeless 
now to discover. But there seems to be good 
reason for believing that it was first introduced 
into England by the Lombards. Prior to the 
reign of Elizabeth it appears to have been but 
little known in this country. That reign, as we 
have had exfcasion to recall in other Parts of this 
Book, was marked by an enormous expansion in 
the national life and commerce of the country, 
and it is not inappropriate that we should find 
insurance as affecting commerce by sea then de¬ 
finitely recognized. In the forty-third year of 
Queen Elizabeth's reign an Act was passed for 
the establishing of a special Court for the trying 
of causes having to do with policies of insurance, 
and it would appear that this Court was subse¬ 
quently held by the Court of King’3 Bench to 
have jurisdiction over no contracts of insurance 
which did not relate to commerce. The Court 
itself does not appear to have been a very great 
success, and at length fell into desuetude. 

It was not till the time of Lord Mansfield, who 
became Chief Justice in 1756, however, that the 
law of marine insurance was definitely established 
as a part of the law of the country, and its prin¬ 
ciples collated and laid down with anything ap¬ 
proaching the completeness of a system of law. 
That great judge not merely did much to amend 
the procedure of the Court and to make the reme¬ 
dies of law more easily available and effective for 


those interested in marine insurance, but, by his 
researches into other systems and the opinions of 
learned writers, as well as by his masterly ex¬ 
position of the principles applicable to the eases 
which came before him for decision, he laid the 
real foundation of the law of marine insurance 
as we now know it. 

With the growth of the overseas commerce of 
the country, the law of marine insurance has also 
grown. New facts have come forward to be ad¬ 
judicated upon, and new conditions of things have 
arisen. At length in the year 1906 an Act was 
passed “to codify the Law relating to Marine 
Insurance”. Such a statute could not, indeed, 
contain every principle or rule of law which must 
be called in aid for the decision of all the prob¬ 
lems that arise in connection with the law of 
marine insurance. The law of this subject'de¬ 
pends not merely on other statutory provisions, 
but also on principles of law which cannot be 
expressly dealt with and set out within the bounds 
of any statute. Like very much, too, of our com¬ 
mercial law, this law of marine insurance has 
grown up in great part out of the usages of mer¬ 
chants and insurers. And we find the Act ex¬ 
pressly declaring that nothing contained in it, or 
in any repeal effected by it, is to affect certain 
statutes which it indicates, especially the Stamp 
Act, or the provisions of any statute not expressly 
repealed by it, and also that the rules of the 
common law including the law merchant, save in 
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jo far as they are inconsistent with the express 
provisions of the Act, are to continue to apply 
to contracts Of marine insurance. 

History of Lloyd’s 

No view of the history of marine insurance in 
England would be complete without some refer¬ 
ence to Lloyd’s. 1 This great insurance corporation, 
or association of persons engaged in the practice 
of insurance, takes its name from Lloyd’s Coffee 
House, which stood some two hundred years 
ago at the comer of Abchurch Lane in Lombard 
Street, And subsequently in Pope’s Head Alley. 
It was the custom in those days for people 
having common interests—literary, political, or 
otherwise—to meet in coffee-houses, some of which 
have become historic. And the old Lloyd’s Coffee 
House became a rendezvous or centre for persons 
interested in maritime business. It published its 
own gazette, and in course of time we find the 
business of underwriting so much focused there 
that its underwriters agreed as to the form of 
policy to be used.* And to this day, although all 
the business of this sort that is done is not trans¬ 
acted at Lloyd’s, Lloyd’s forms and Lloyd’s usages 
have to a remarkable extent set the fashion and 
passed into the common practice of marine in¬ 
surance. Other than marine insurance is also 
transacted at Lloyd’s. Its headquarters or domi¬ 
cile is now in the Royal Exchange buildings in 
the City of London, and here it gathers together 
and records information bearing on marine in¬ 
surance from all parts of the globe. Its agents 
are to be found all over the world. Lloyd’s was 
only incorporated by statute in 1871. (See also 
Part I, Chapter X.) , 

The law of marine insurance is both wide and 
complicated, which is, indeed, not surprising, as, 
like very much of commercial law, the law of 
marine insurance has grown up gradually, and 
has been moulded largely by the customs and the 
requirements of those concerned in the business 
to which it relates. 

Practice at Lloyd’s 

But if the law on the subject is complex, uni¬ 
formity of practice, at least, to a great extent 
prevails, and this is very much due to the place 
occupied and the influence enjoyed by Lloyd’s. 
That this association should have set the fashion 
as it has, and that the forms and usages of Lloyd’s 
should have moulded and become so much a part 
of the common practice of marine insurance in 
England, is not surprising if one has regard to its 

1 Sw Arcould, JferftM imwnmet. 


length of standing and the enormous interests 
which it stands for. In a society of insurers, 
where personal qualifications are looked to, and 
where the interests of both insurer and assured 
are commonly represented on both sides by those 
who are members of the same body, it is not un¬ 
natural that credit and the obligations of honour 
should play a great part in the transaction of 
business. As a result, certain obligations are re¬ 
garded at Lloyd’s as binding in honour which are 
not actually binding in a legal sense. 

For the proper understanding of the terms 
which are employed in marine insurance, and the 
law upon the subject, it is necessary to know 
something of the manner in which the effecting 
of an insurance is actually carried out, and the 
following is a rough sketch of the usual method 
of insuring at Lloyd’s. 

The merchant who desires to insure a mercan¬ 
tile venture having requested his broker to insure 
it at Lloyd’s, the broker writes upon a “slip” a 
short note of the outlines of the risk which he de¬ 
sires the underwriters to undertake. This slip he 
places before the underwriter, or, it may be, the 
person who “ writes" for a group or syndicate of 
underwriters, and if such person approves of the 
risk he initials the slip, and writes opposite his 
initials the amount for which he is willing to 
become liable as an insurer. In all probability 
no one underwriter or group of underwriters i3 
willing to undertake the whole liability, and in 
this case the person initialing the slip sets down 
the amount for which he, or the syndicate for 
which he writes, is willing to be redffonsible. On 
a large risk very many individual underwriters 
may be liable, each possibly for only a very small 
proportion of the total liability. 

The effect and the character of this document 
or slip was described in the following terms by 
Mr. Justice Blackburn in the case of Ionides v. 
Pacific Insurance Company (1871): “The slip is, 
in practice, and according to the understanding 
of those engaged in marine insurance, the com¬ 
plete and final contract between the parties, fixing 
the terms of the insurance and the premium, and 
neither party can, without the assent of the other, 
deviate from the terms thus agreed on without 
a breach of faith, for which he would suffer 
severely in his credit and future business”. 

But although the slip is regarded as binding in 
honour, it is usually followed by the execution of 
a formal policy. Indeed, by the Stamp Act, 1891, 
modified by the Finance Act, 1901, a contract for 
sea insurance is, with certain exceptions, not valid 
unless it is expressed in a policy of sea insurance, 
and a policy of sea insurance must for its validity 
satisfy certain statutory requirements. The 
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Marine Insurance Act, 1906, likewise lays down 
certain statutory requirements as essential to the 
validity or the admissibility in evidence of the 
contract as the case may be. It has apparently, 
■on more than one occasion, been considered by 
judges that the slip was something essentially 
different from a policy. And, in the case already 
referred to, Mr. Justice Blackburn went on to say 
that the slip might be given in evidence wherever 
it was, though not valid, material Having regard 
to the provisions of the Stamp Act, 1891, and of 
the Marine Insurance Act, 1906, and also to the 
terms of the judgments of the Court of Appeal 
in Home Marine Insurance Company v. Smith 
(1898), it may now be considered possible that 
the slip itself may be stamped and sued upon 
as a policy if it contains all the particulars and 
satisfies all the conditions required by the statutes 
in the case of a policy. If the true view be that 
' a slip may itself be a policy, can it be given in 
evidence in every case in which it was previously 
considered that it might be inferred to, suppos¬ 
ing that a policy in the more conventional sense 
is afterwards executed? By Section 89 of the 
Marine Insurance Act, 1906, when there is a duly 
stomped policy, reference may be made, “as here¬ 
tofore' 1 , to the slip or covering note in any legal 
proceeding. The question remains, accordingly, 
“as heretofore”. Probably the section would be 
construed as authorizing the slip to be referred 
to in the wider' manner. At all events, it is ex¬ 
pressly laid down by Section 21 of the Marine 
Insurance Act, 1906, that f<Sr the purpose of shovr- 
ing when tfl8 proposal was accepted, reference^ 
may be made to the slip or covering note or other 
customary memorandum of the contract, although 
it be unstamped. 

Where the broker does not know whether the 
principal for whom he acts would be willing to 
accept the only terms upon which the broker can 
get the risk underwritten, the slip is sometimes 
made out subject to approval. 

Floating Policies 

It is sometimes convenient for the assured to ar¬ 
range with the underwriter for the latter to under¬ 
write up to a certain amount, leaving the assured 
subsequently to appropriate the insurance to a par¬ 
ticular subject-matter of insurance or particular 
subject-matters. For example, a merchant en¬ 
gaged in a particular trade may desire to have 
‘ the protection of insurance available for cargoes 
up to a certain value before he is able to identify 
the particular consignments which go to make up 
tiie total amount of the goods. Accordingly it 
is left for him to declare subsequently the par¬ 


ticular subject-matters to which he wishes the 
policy to attach. 

Open Cover 

An arrangement of an even more general and 
indeterminate character is becoming, it is believed, 
increasingly common. By this arrangement, under 
the name of an “open cover”, the underwriter 
agrees to underwrite all the risks put forward in 
a certain period by a particular assured of a cer¬ 
tain description, or, at all events, up to a certain 
amount. This agreement may or may not be 
reduced to writing, and may not even be intended 
as more than an honourable engagement entered 
into by the respective parties. It is generally, if 
not always, understood by the underwriter that 
he is to be offered all such work that the assured 
has to offer, and that if there is a breach of this 
understanding on the part of the assured, the 
underwriter is to be at liberty to throw up his 
part of the arrangement. In any case, there is fre¬ 
quently a term that either pa^ty may determine 
the arrangement on giving a certain notice of his 
intention so to do. Under this general agree¬ 
ment separate policies are taken out from time 
to time during its existence. But it is to be 
observed that, although the amount to be insured 
on any one risk may be limited in amount, there 
is no limitation in the ordinarycase upon the total 
amount so insured during the period on the whole 
of the policies together. 

Insurance Companies 

Important as are the place and influence of 
Lloyd’s in the practice of marine insurance, it 
does not, of course, eiyoy a monopoly of such 
insurances. 

Many of the general insurance companies now 
include marine insurance in their undertakings. 
At one time the privilege of insuring marine risks 
was confined by law to certain companies, but this 
is no longer the case. To part, at least, of the 
ordinary course of insurance business as trans¬ 
acted by such companies, much of what has been 
already said applies. Frequently the first memo¬ 
randum of the insurance which a company intends 
to effect is a slip in the form already described. 
And a slip which is initialed by individual under¬ 
writers may also be so initialed on behalf of a com¬ 
pany. But very commonly a memorandum called 
a “covering note” provisionally acknowledging 
the arrangement represented by the slip is issued 
by the company, subsequently to the slip and 
preparatory to the formal policy. 'Whether this 
document could ever be stamped and sued on 
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as itself constituting & policy is a question which i tjons as have already been suggested in regard to 
would seem to raise very much the same considers*- | the slip. 


THE SUBJECT-MATTER OF THE LAW OF MARINE INSURANCE 


The Marine Insurance Act, 1906, deals not 
merely with contracts to indemnify against losses 
incident to marine adventure, but also with con¬ 
tracts to indemnify against losses on inland waters 
or any land risk which may be incidental ton sea 
voyage, when, by its express terms or by usage of 
trade, a contract of marine insurance is extended 
to cover such losses. And the terms of the Act, 
so far as applicable, apply to ships in course of 
building, or the launch of a ship or any adventure 
analogous to a marine adventure, when covered by 
a policy in the form of a marine policy. 

Except where otherwise expressly provided, 
every lawful marine adventure may be the sub¬ 
ject of a contract of marine insurance, and in 
particular where ships, goods, or other moveable 
property are exposal to maritime perils they may 
be the subject of such insurance; and so may 


the earning or acquisition of any freight, passage 
money, commission, profit, or other pecuniary 
benefit which is endangered by the exposure of 
any of the above-mentioned property to maritime 
perils, or the security for any advances, loan, or 
disbursements so endangered. And where the 
owner of, or other person interested in or respon¬ 
sible for, any such property as has been mentioned 
may incur liability to a third party by reason of 
maritime perils, such liability may be the subject 
of marine insurance. 

Under the head of maritime perils come perils 
consequent on or incidental to the navigation of the 
sea, that is to say, perils of the seas, fire, war perils, 
pirates, rovers, thieves, captures, seizures, restraints, 
and detainments of.princes and peoples, jettisons, 
barratry, and any other perils either of the like 
kind or which may be designated <by the policy. 


INSURABLE INTEREST 


To render the insurance valid, the assured must 
have an insurable iifterest—that is to say, he must 
be interested in the marine adventure concerned; 
and he is so interested, in particular, if he stands 
in any legal or equitable relation to the adventure, 
or to any insurable property which is at risk in 
the adventure, of such a character that he may 
benefit by the safety or due arrival of insurable 
property, o» may be prejudiced if it is lost *or 
damaged or detained, or may incur liability in 
respect of it. (See also Part III, Chapter XIX.) 

It is hot necessary that the assured should have 
this interest at the time when the insurance is 
effected, but he must have it at the time when the 
loss occurs. If, however, the insurance was made 
subject to the qualification “lost or not lost”, the 
assured may recover, although he may not have 
acquired his interest until after the loss has oc¬ 
curred, xmless at the time of effecting the insur¬ 
ance the assured was aware that the loss had 
occurred, and the insurer had not this knowledge. 
But where the qualification “lost or not 1081" 
does not exist, nothing that the assured can do 
after learning of the loss can give him the interest 
which is necessary to support the insurance. 

It is to be observed that when it is said that the 
assured must have an insurable interest, this does 
not imply that he must be solely interested. On 
the contrary, any partial interest may be insured. 


So may interests which are defeasible or only con¬ 
tingent in their character; in particular, when the 
buyer of goods has insured them, the insurance is 
not invalidated by the fact that he might, had he 
chosen to stand on. his rights, have^ rejected the 
goods, or have treated them as being at the seller’s 
risk, owing to the latter’s delay in delivery or for 
some other reason. 

The Act expressly recognizes the different sorts 
of interest of persons standing in various relations 
to the subject-matter insured. The lender of 
money on bottomry or respondentia has an in¬ 
surable interest in respect of the loan. So has the 
master or any member of the crew of a vessel in 
respect of his wages. And when freight is paid in 
advance, the person advancing the freight has such 
an interest, in so far as such freight is not repay¬ 
able in case of loss. The assured himself may in¬ 
sure the charges of his own insurance, whilst the 
insurer may re-insure elsewhere the risk which he 
undertakes in insuring. But unless it is otherwise 
provided in the policy, the original assured has no 
right or interest in respect of such re-insurance. 

In the case of the subject-matter insured being 
subject to a mortgage, the mortgagor has, for the 
purpose of insurance, an interest equal to the full 
value of the subject-matter of insurance, whilst the 
mortgagee has an insurable interest in respect of 
any sum due or to become due under the mortgage. 
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Where a third person has agreed or is liable to 
indemnify the owner of insurable property in case 
of loss, tins fact does not cut down the owner’s 
insurable interest. 

A mortgagee, consignee, or other person having 
an interest in the subject-matter insured, may 
insure on behalf of and for the benefit of other 
persons interested, as well as for his own benefit. 

Want of Interest 

Where, however, the assured has no interest 
within the meaning of the Act, and contracts 
without any expectation of acquiring such an 
interest, the insurance is void, being treated on 
the same footing as a marine insurance by way of 
gaming or wagering. And the same applies to any 
term such as “ interest or no interest ”, “ without 
further proof of interest than the policy itself” 
(P-P-i .), or “without benefit of salvage to the in¬ 
surer”, with this proviso, that where there is no 
possibility of salvage, a poliqy may be effected 
without benefit of salvage to the insurer. See 
below os to such a policy being effected by a 
person in the employment of the owner of a ship 
and who is not a part owner. 

It is expressly provided by the Act that where 
a contract of marine insurance is effected in good 
faith by one person on behalf of another, the latter 
may ratify the contract even after he is aware of 
a loss. (See also Part III, Chapter II.) 

/"rambling Policies 

Whilst by the Marine Insurance Act, 1906, con¬ 
tracts of marine insurance by way of gaming or 
wagering are null and void, certain contracts are 
by the Marine Insurance (Gambling Policies) Act, 
1909, to be deemed to be contracts by way of 
gambling on loss by maritime perils, and the per¬ 
son effecting such contracts is made guilty of an 
offence and is liable, subject to certain formalities 


and provisions, to imprisonment or fine, and to 
forfeit to the crown any money he may receive 
under the contract. Such contracts are:— 

(а) Where any person effects a contract of 
marine insurance without having any bona fide 
interest, direct or indirect, either in the safe ar¬ 
rival of the ship in relation to which the contract 
is made, or in the safety or preservation of the 
subject-matter insured, or a bona fide expectation 
of acquiring such an interest. 

(б) * Where any person in the employment of the 
owner of a ship, not being a part owner of the 
ship, effects a contract of marine insurance in re¬ 
lation to the ship, and the contract is made “in¬ 
terest or no interest", or “without further proof 
of interest than the contract itself”, or “without 
benefit of salvage to the insurer”, or subject to 
any other like term. 

Any broker or other person through whom, 
and any insurer with whom, any such contract is 
effected is also guilty of an offence, and liable 
to the like penalties if he acted knowing that 
the contract belonged to either of the classes 
mentioned. 

If proceedings under the Act of 1909 are taken 
against any person (other than a person in the 
employment of the owner of the ship in relation 
to which the contract was made) for effecting such 
a contract, and the contract was made subject to 
any term such as is mentioned in paragraph (/>) 
above, the burden is thrown on the accused of 
proving that the contract was not one by way of 
gambling on loss by maritime perils. 

Assignment of Interest 

Apart from transmission of interest by operation 
of law, the assured does not, by assigning his 
interest in the subject-matter insured, transfer to 
the assignee his rights under the contract of insur¬ 
ance, unless there is an express or implied agree¬ 
ment with the assignee to this effect. 


DISCLOSURES, REPRESENTATIONS, AND WARRANTIES 


It must be borne in mind that a contract of 
marine insurance is one in which the utmost good 
faith is required, or, as it is sometimes expressed, 
it is a contract uberrimae fidei. If the utmost 
good faith is not observed by either party, the 
other party may, if he so wish, regard the contract 
aa avoided or made of no effect. 

Disclosures 

If the assured fails to make such disclosures to 


the insurer as it is his duty to make, the insurer 
is entitled to avoid the contract. The following 
circumstances (and the term “circumstance” here 
includes any communication made to, or informa¬ 
tion received by, the assured) need not be disclosed 
unless enquiry is made:— 

(a) Any circumstance which diminishes the 
risk. 

( b ) Any circumstance which is known or pre¬ 
sumed to be known to the insurer. The Insurer 
is presumed to know matters of common notoriety 
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or knowledge, and matters which an insurer in the 
ordinary coarse of his business as such ought to 
know. 

(c) Any circumstance as to which information 
is waived by the insurer. 

(d) Any circumstance which it is superfluous to 
disclose by reason of any express or implied war¬ 
ranty. 

With these exceptions, the disclosures which it 
is the duty of the assured to make to the insurer, 
before the contract is concluded, include every 
material circumstance which is known to the 
assured; and he is deemed to know every circum¬ 
stance which, in the ordinary course of business, 
ought to be known by him. Whether any parti¬ 
cular circumstance which is not disclosed is 
material or not is a question of fact in each case. 
A circumstance is material for this purpose which 
would influence the judgment of a prudent insurer 
in fixing the premium or determining whether he 
will take the risk. 

In a recent case circumstances affecting the pre¬ 
vious career of the master were held not material, 
but the conceal meift of the fact of over-insurance 
and the existence of “ p.p.i.” policies were held to 
void the contract .—Thames & Mersey Marine In¬ 
surance Company v. GunfordShip Company{\9\\). 

When an insurance is effected for the assured 
through an agent, then, subject to what has just 
been said as to circumstances which need not be 
disclovsed, the agent must disclose to the insurer, 
in the first place, every material circumstance 
which is known to himself, and for this purpose 
an agent to insure is deemed to know every cir¬ 
cumstance which in the ordinary course of busi¬ 
ness ought to be known by, or to have been com¬ 
municated him, and, in the second place, evary 
material circumstance which the assured is bound 
to disclose, unless it come to his knowledge too 
late to communicate it to the agent. 

Representations 

The law is strict, also, with regard to representa¬ 
tions made before the contract is effected. Every 
material representation made by the assured or 
his agent to the insurer during the negotiations 
for the contract, and before the contract is con¬ 
cluded, must be true; otherwise the insurer may 
avoid the contract. Whether any particular repre¬ 
sentation is material or not is a question of fact 
in each case. It is material if it would influence 
the judgment of a prudent insurer in fixing the 
premium or determining whether he will take the 
risk. A representation may be either as to a 
matter of fact or as to a matter of expectation or 
belief. If the representation is as to a matter of 


fact, it is true if it be substantially correct, that 
is to say, if the difference between what is repre¬ 
sented and what is actually correct would not be 
considered material by a prudent insurer. A repre¬ 
sentation as to a matter of expectation or belief 
is true if it be made in good faith. A representa¬ 
tion may be withdrawn or corrected before the 
contract is concluded. 

Conclusion of Contract 

A contract of marine insurance is deemed to 
be concluded when the proposal of the assured is 
accepted by the insurer, whether the policy be 
then issued or not. For the purpose of showing 
when the proposal was accepted, reference may be 
made to the slip or covering note or other cus¬ 
tomary memorandum of the contract, although it 
be unstamped. 

Warranties 

• 

The use of the word “warranty” is familiar in 
marine insurance as applied to a pipviso or excep¬ 
tion subject to which the contract is to be construed. 
An instance of this use of the word is to be found 
in the “free from particular average” or “F.P.A." 
memorandum, limiting the scope of the insurance 
contained in the policy. But the term is also very 
commonly applied to what is called in the Act 
a “promissory” warranty, that is to say, a war¬ 
ranty by which the assured undertakes that some 
particular thing shall or shall not b^done, or that 
some condition shall be fulfilled, or whereby he 
affirms or negatives the existence of a particular 
state of facts. In relation to warranties in this 
latter sense, the Act contains the following pro¬ 
visions :— 

The warranty may be express or implied, but 
it is a condition which must be exactly complied 
with, whether it be material to the risk or not. 
If it be not so complied with, then, subject to 
any express provision in the policy, the insurer is 
discharged from liability as from the date of the 
breach of warranty, but without prejudice to any 
liability incurred by him before that date. 

Where the warranty has been broken, it is no 
excuse to say, on the part of the assured, that the 
breach has been remedied and the warranty com¬ 
plied with before the loss occurred. The breach 
may, nevertheless, be waived by the insurer, and 
non-compliance with a warranty is excused when, 
by reason of a change of circumstances, the war¬ 
ranty ceases to be applicable to the circumstances 
of the contract, or when compliance with the war¬ 
ranty is rendered unlawful by any subsequent 
law. 
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Express Warranties 

No particular form of words is required to con¬ 
stitute an express warranty, so long as the inten¬ 
tion to warrant is to be inferred from those actually 
used. It must, however, be included in, or written 
upon, the policy, or must be contained in some 
document incorporated by reference with the policy. 
An express warranty does not exclude an implied 
warranty, unless it be inconsistent with it. 

Instances of express warranties are warranties as 
to the date of sailing, as to the restrictions in regard 
to the voyage to be undertaken,as to the character of 
the voyage, or as to neutrality of the subject-matter. 

Where insurable property, whether ship or 
goods, is expressly warranted neutral, there is an 
implied condition that the property shall have a 
neutral character at the commencement of the 
risk, and that, so far as the assured can control 
the matter, its neutral character shall be preserved 
during the risk. And in the case of a ship being 
expressly warranted “neutral”tthere is also an im¬ 
plied condition that, so far as the assured can con¬ 
trol the mattes, she shall be properly documented, 
that is to say, that she shall carry the necessary 
papers to establish her neutrality, and that she 
shall not falsify or suppress her papers or use simu¬ 
lated papers. If any loss occurs through breach of 
this condition, the insurer may avoid the contract. 

There is no implied warranty as to the nation¬ 
ality of a ship, or that the nationality shall not 
be changed during the risk. 

When the ^subject-matter insured is warranted 
“well” or “in good safety” on a particular day, 
it is sufficient if it be safe at any time during that 
day. 

Implied Warranties 

Warranties are sometimes implied as to the 


character or condition of the ship herself. In a 
voyage policy there is an implied warranty that 
at the commencement of the voyage the ship shall 
be seaworthy for the purpose of the particular 
adventure insured. (See also Chapter VI of this 
Part.) Where the policy relates to a voyage which 
is performed in different stages, during which the 
ship requires different kinds of or further prepara¬ 
tion or equipment, there is an implied warranty 
that at the commencement of each stage the ship 
is seaworthy in respect of such preparation or 
equipment for the purposes of that stage. In the 
case of a policy attaching while the ship is in 
port, a warranty is also implied that she shall, at 
the commencement of the risk, be reasonably fit to 
encounter the ordinary perils of the port. Accord¬ 
ing to the Act, a ship is deemed to be seaworthy 
when she is reasonably fit in all respects to en¬ 
counter the ordinary perils of the seas of the 
adventure insured. But it is to be noted that 
in a time policy no warranty is implied that the 
ship shall be seaworthy at any stage of the ad¬ 
venture, although, where, witjj the privity of the 
assured, the ship is sent to sea in an unsea¬ 
worthy state, the insurer is not liable for any loss 
attributable to unseaworthiness. 

There is no implied warranty in a policy on 
goods or other moveables that the goods or move¬ 
ables are seaworthy, but in a voyage policy on 
goods or other moveables tliere is an implied 
warranty that at the commencement of the voy¬ 
age the ship is not only seaworthy as a ship, but 
also that she is reasonably fit to carry the goods 
or other moveables to the destination contem¬ 
plated by the policy. 

A warranty is implied as to the legality of the 
adventure insured, and that, so far as<the assured 
can control the matter, the adventure shall be 
carried out in a lawful manner. 


EFFECT OF EXPRESS AGREEMENT AND USAGE 


The effect of express agreement or of usage is to 
be borne in mind in regard to the rights, duties, 
or liabilities that would be implied by law under 
a contract of marine insurance, for it is provided 
in the Act of 1906 that any such right, duty, or 


liability may be negatived by express agreement, 
or by usage, if the usage be such as to bind both 
parties to the contract This applies also to any 
right, duty, or liability declared by the Act which 
may be lawfully modified by agreement 


THE POLICY 


With some exceptions 1 the contract of insurance 
must be embodied in a policy in order to be ad¬ 
missible in evidence, and the policy must specify— 

(1) The name of the assured, or of some person 
whb effects the insurance on his behalf; 

See p. 71. 


(2) The subject-matter insured and the risk 
insured against; 

(3) The voyage, or period of time, or both, as 
the case may be, covered by the insurance; 

(4) The sum or sums insured; 

(6) The name or names of the insurers.. ■ 
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The policy most bo signed by or on behalf of 
the insurer, except in the case of a corporation, 
when the corporate seal may be sufficient, though 
the Act makes no special requirement on the 
point. In the absence of anything to the con¬ 
trary, there is a separate contract between the 
assured and each insurer subscribing the policy. 

The subject-matter insured must be designated 
in a marine policy with reasonable certainty. The 
nature and extent of the interest of the assured 
in the subject-matter insured need not be speci¬ 
fied in the policy. Where the policy designates 
the subject-matter insured iu general terms, it is 
construed to apply to the interest intended by the 
assured to be covered. In this connection regard 
is had to any usage regulating the designation of 
the subject-matter insured. 

Different Kinds of Policies 

A policy may be either valued or unvalued, and 
it may be either a “time policy” or a “voyage 
policy", or by its terms it may be both a “voyage 
policy” and a “time policy”. Where it is agreed 
to insure “at and from”, or from one place to 
some other place or places, the policy is called a 
“voyage policy”, and when the insurance is for 
a definite period of time, the policy is called a 
“time policy”. Although a time policy for any 
time exceeding twelve months is invalid, never¬ 
theless by Section H of the Finance Act, 1901, 
it, may contain an agreement, known as a “con¬ 
tinuation clause”, providing to the following or 
the like effect, that in the event of the ship being 
at sea or the voyage otherwise not completed on 
the expiration of the policy, the subject-matter 
shall be held covered until the arrival of the ship, 
or for a reasonable time thereafter not exceeding 
thirty days. A policy containing this clause is 
chargeable with an extra stamp duty of sixpence, 
and also if the risk covered by the continuation 


clause attaches and a new policy is not issued 
covering the risk, the policy roust be stamped as. 
if it were a new and separate contract of insurance; 
but this may be done without penalty at any time 
not exceeding thirty days after the risk has so 
attached. 

A valued policy is one which specifies the agreed 
value of the subject-matter insured, and this value 
is, as between the insurer and the assured, subject 
to the provisions of the Act of 1906 and in the 
absence of fraud conclusive both in cases of total 
and partial loss, of the insurable value of the 
subject-matter intended to be insured. But, un¬ 
less the policy otherwise provides, this agreed 
value is not conclusive for the purpose of deter¬ 
mining whether there has been a constructive 
total loss. 

Floating Policies 

The Act of 1906 expressly recognizes floating 
policies, in which the insurance is described in 
general terms, and the name of the ship or ships 
and other particulars are left to be defined by 
subsequent declaration, which may be done by 
endorsement on the policy or in some other cus¬ 
tomary way. But unless the policy provides 
otherwise, the declarations must be made in the 
order of dispatch or shipment, and in the case of 
goods must comprise all consignments within the 
terms of the policy, the value of the goods or other 
property being honestly stated, though an omission 
or erroneous declaration if made bona fide, may be 
rectified even after loss or arrival. But when a 
declaration of value is not made unJrl after notice 
of loss or arrival, then, unless otherwise provided, 
the policy is to be treated as an unvalued policy 
as regards the subject-matter of that declaration. 

The following form of policy, though not obli¬ 
gatory, is authorized by the Marine Insurance 
Act, 1906. 


Form of Policy 

BE IT KNOWN THAT as well in own name as for and in 

the name and names of all and every other person or persons to whom the same doth, may, or shall appertain, 
in part or in all doth make assurance and cause 

and them, and every of them, to be insured, lost or not lost, at and from 

Upon any kind of goods and merchandises, 
and also upon the body, tackle, apparel, ordnance, munition, artillery, boat, and other furniture, of and in the 
good ship or vessel called the whereof is master under God, for this present 

voyage, or whosoever shall go for master in the said ship, or by whatsoever other 

name or names the said ship, or the master thereof, is or shall be named or called; beginning the adventure- 
upon the said goods and merchandises from the loading thereof aboard the said ship, 

upon the arid ship, 4e. 

and so shall continue and endure, during her abode there, upon the said ship, Ac. And further, until the said 
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ship, with all her ordnance, tackle, apfwrel, Ac., and goods and merchandises whatsoever shall be arrived at 

I • 

upon the said ship, Ac., until she hath moored at anchor twenty-four hours in good safety; and upon the goods and 
merchandises, until the same be there discharged and safely landed. And it shall be lawful for the said ship, Ac., 
in this voyage, to proceed and sail to and touch and stay at any ports or places whatsoever 

without prejudice to this insurance. The said ship, Ac., goods and merchandises, Ac., for so muoh as concerns 
the assured by agreement between tbe assured and assurers in this policy, are and shall be valued at . 


Touching the adventures and perils which we the assurers are contented to bear and do take upon us 
in this voyage: they are of the seas, men-of-war, fire, enemies, pirates, rovers, thieves, jettisons, letters of mart 
and countermart, surprisals, takings at sea, arrests, restraints, and detainments of all kings, princes, and people, 
of what nation, condition, or quality soever, barratry of the mister and mariners, and of all other perils, losses, 
and misfortunes that have or shall come to the hurt, detriment, or damage of the said goods and merchandises, 
and ship, Ac., or any part thereof. And in case of any loss or misfortune it Bhall be lawful to the assured, 
their factors, servants, and assigns, to sue, labour, and travel for, in and about the defence, safeguards, and 
recovery of the said goods and merchandises, and ship, Ac., or any part thereof, without prejudioe to this 
insurance; to the charges whereof we, the assurers, will contribute each one according to the rate and quantity 
of his sum herein assured. And it is especially declared and agreed that no acts of the insurer or insured in 
recovering, saving, or preserving the property insured shall he considered as a waiver, or acceptance of abandon¬ 
ment. And it is agreed by us, the insurers, that this writing or policy of assurance shall be of as much force 
and effect as the surest writing or policy of assurance heretofore made in Lombard Street, or in the Royal 
Exchange, or elsewhere in London. And so we, the assurers, are contented, and do hereby promise and bind 
ourselves, each one for his own part, our heirs, executors, and goods to the assured, their executors, adminis¬ 
trators, and assigns, for the trud performance of the premises, confessing ourselves paid the consideration due 
unto us for this assurance by the assured, at and after the rate of c 

• 

In WITNESS whereof we, the assurers, have subscribed our names and sums assured in London, 


N.B. —Corn, fish, fruit, flour, and seed are warranted free from average, unless general, or the ship he Btranded— 
sugar, tobacco, hemp, flour, hides and skins are warranted free from average, under five pounds per cent, and 
all other goods, also the ship and freight, are warranted free from average, under three pounds per cent, unless 
general, or the ship be stranded. j 


Explanation of Terms in above Form 
, of Policy 

For the construction of a policy in the above or 
a like form the following rules are given by the 
Act, subject to the provisions of the Act and when 
the context does not otherwise require:— 

1. Where the subject-matter is insured “ lost or 
not lost”, and the loss has occurred before the 
contract is concluded, the risk attaches unless at 
such time the assured was aware of the loss, and 
the insurer was not. 

' 2. Where the subject-matter is insured “from” a 
particular place, the risk does not attach until the 
ship starts on the voyage insured. 

3. (a) Where the ship is insured “at and from” a 
particular place, and she is in that place in good 
safety when the contract is concluded, the risk 
attaches immediately. 

(6) If she be not at that place when the contract 
is concluded, the risk attaches as soon as she arrives 
there in good safety, and, unless the policy other¬ 
wise provides, it is immaterial that she is covered 
by another policy for a specified time after arrival. 

(c) Where chartered freight is insured “at and 


from” a particular place, and the ship is at that 
place in good safety when the contract is con¬ 
cluded, the risk attaches immediately. If she 
be not there when the contract is concluded, the 
risk attaches as soon as she arrives there in good 
safety. » 

(d) Where freight, other than chartered freight 
is payable without special conditions and is in¬ 
sured “at and from” a particular place, the risk 
attaches pro rata as the goods or merchandise are 
shipped; provided that if there be cargo in readi¬ 
ness which belongs to the shipowner, or which 
some other person has contracted with him to 
ship, the risk attaches as soon as the ship is 
ready to receive such cargo. 

4. Where goods or other moveables 1 are insured 
“ from the loading thereof”, the risk does not attach 
until such goods or moveables are actually on 
board, and the insurer is not liable for them while 
in transit from the shore to the ship. 

5. Where the risk on goods or other moveables 
continues until they are “safely landed”, they. 

i««Moveables" In the Act means any moveable tangible pro- 
perty, other than the ship, and Includes money, valuable securltlee, 
and other documents. 
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must be landed in the customary manner and 
within a reasonable tune alter arrival at the port 
o i discharge,'! and i t*mey are not so landed the 
risk ceases. 

& In the absence ol any further license or usage; 
the liberty to touch and stay “ at any port or place 
whatsoever” does not authorize the ship to depart 
from the course of her voyage from the port of de¬ 
parture to the port of destination. 

7. The term “perils of the seas" refers only to 
fortuitous aecidents or casualties of the seas. It 
does not include the ordinary action of the wyids 
and waves. . 

8 . The term “pirates” includes passengers who 
mutiny and rioters who attack the ship from the 
shore. 

9. The term “thieves” does not cover clandestine 
theft or a theft committed by any one of the ship’s 
company, whether crew or passengers. 

10 . The term “arrests, <kc., of kings, princes, 
and people” refers to political or executive acts, 
and does not include a loss caused by riot or by 
ordinary judicial powers. 

11. The term “barratry” includes every wrong¬ 
ful act wilfully committed by the master or crew 
to the prejudice of the owner, or, as the case may 
be, the charterer. 

12 . The term “all other perils” includes only 
perils similar in kind to lie perils specifically 
mentioned in the policy. 


13. The term “average unless general” means a 
partial loss of the subject-matter insured other 
than general average loss, and does not include 
“particular charges”. 

14 Where the ship has stranded, the insurer is 
liable for the excepted losses, although the loss is 
not attributable to the stranding, provided that 
when the stranding takes place the risk has at¬ 
tached and, if the policy be on goods, that the 
damaged goods are on board. 

16. The term “ship” includes the hull, materials 
and outfit, stores and provisions for the officers 
and crew, and, in the case of vessels engaged in 
a special trade, the ordinary fittings requisite for 
the trade, and also, in the case of a steamship, the 
machinery, boilers, and coals and engine stores, if 
owned by the assured. 

10 . The term “freight” includes the profit de¬ 
rivable by a shipowner from the employment of 
his ship to carry his own goods or moveables, as 
well as freight payable by a third party, but does 
not include passage money. 

17. The term “ goods” means goods in the nature 
of merchandise, ani does not include personal 
effects or provisions and stores for use on board. 

In the absence of any usage to ’the contrary, 
deck cargo and living animals must be insured 
specifically, and not under the general denomina¬ 
tion of goods. (Generally, see also Chapter VI 
of this Part.) 


THE PREMIUM 


Payment 

Unless it is agreed otherwise, the insurer is not 
bound to issue the policy until the premium js 
paid or tendered, for the duty of the assured or 
his agent to pay the premium and the duty of 
the insurer to issue the policy to the assured or 
his agent are concurrent conditions. 

Where the marine policy is effected on behalf of 
the assured by a broker, the broker is, in the 
absence of, any agreement otherwise, directly re¬ 
sponsible to the insurer for the premium. The 
rule as to payment in respect of losses or in re¬ 
spect of returnable premiums is different, for the 
insurer is directly responsible to the assured for 
such payments. 

But whilst the broker is liable, in the absence 
of any agreement, for the payment of the premiums, 
he hais, on the other hand, a lien on the policy for 
the premium and his charges in respect of effecting 
the polioy, and if he has dealt with the pereon who 
ompkys hi h as a principal and when the debt was 
incurred had no reason to believe that such em¬ 


ployer was only an agent, he has IT lien on the 
policy in respect of any insurance account which 
may be due to him from such person. 

Where a marine policy effected on behalf of the 
assured by a broker contains a receipt for the 
premium, the receipt is, in the absence of fraud, 
conclusive as between the insurer and the assured, 
but not as between the insurer and the broker. 

Where the insurance has been made, and it has 
been agreed that a premium shall be paid, or 
that an additional premium shall be payable on 
an event which ha3 happened, but no arrangement 
has been actually made, then a reasonable premium 
or additional premium is payable. What is a 
reasonable premium is a question of fact. 

Return of Premium 

The premium may be returnable in certain cir¬ 
cumstances to the assured. This may be so by 
agreement, where the policy contains a stipulation 
that the premium, or a proportionate part, shall 
be returned on the happening of a certain event, 



80 


SHIPPING 


[part VI 


and this event happens. In auch r a case either the 
whole or the proportionate part, as the case may 
be, is returnable to the assured. But the premium 
may also be returnable apart from any special 
agreement where the consideration for the pay¬ 
ment of it totally fails, and there has been no 
fraud or illegality on the part of the assured or 
his agents. And similarly, if the consideration 
for the payment of the premium is apportionable, 
and there is a total failure of any apportionable 
part of the consideration, a proportionate part of 
the premium is, when there has been no fraud or 
illegality on the part of the assured or his agents, 
returnable to the assured. The Act lays down the 
following particular rules:— 

(а) Where the policy is void, or is avoided by 
the insurer as from the commencement of the risk, 
the premium is returnable, provided that there 
has been no fraud or illegality on the part of the 
assured; but if the risk is not apportionable, and 
has once attached, the premium is not returnable; 

(б) Where the subject-matter insured, or part 
thereof, has never been imperilled, the premium, 
or, as the case may be, a proportionate part thereof, 
is returnable: 

Provided that where the subject-matter has been 


insured “lost or not lost’*, and. has arrived in 
safety at the time when the contract is concluded* 
the premium is not returnable unless, at stich 
time, the insurer knew of the safe arrival; 

(c) Where the assured has no insurable interest 
throughout the currency of the risk, the premium 
is returnable, but this rule does not apply to a 
gaming or wagering policy; 

(d) Where the assured has a defeasible interest 
which is terminated during the currency of the 
risk, the premium is not returnable; 

(e) Where the assured has overinsured under an 
unvalued policy, a proportionate part of the pre¬ 
mium is returnable; 

' (/) Subject to the foregoing provisions, where 
the assured has over-insured by double insurance, 
a proportionate part of the several premiums is 
returnable: 

Provided that, if the policies are effected at 
different times, and any earlier policy has at any 
time borne the entire risk, or if a claim has been 
paid on the policy in respect of the full sum in¬ 
sured thereby, no premium is returnable in respect 
of that policy. When the double insurance is 
effected knowingly by the assured no premium 
is returnable. 


THE VOYAGE 


When the policy specifies the voyage which is 
to be undertaken, and to which the risks insured 
against relate, it is highly important to the effect 
of the contract of insurance to see that the voyage 
actually taken satisfies the description con¬ 
tained in the policy. A departure even in one 
particular from the specification in the policy may 
absolve the insurer from responsibility in regard 
to the whole or a part of the adventure actually 
undertaken. When the policy specifies a certain 
place as the place of departure, and the ship sails 
from any other place instead of the place specified, 
the risk does not attach. Where the subject-matter 
is insured by a voyage policy “at and from” or 
“from” a particular place, although it is not 
necessary that the ship should be at that place 
when the contract is concluded, the Act declares 
that there is an implied condition that the adven¬ 
ture shall be commenced within a reasonable time, 
and that if the adventure be not so commenced 
the insurer may avoid the contract. But this 
implied condition may be negatived either by 
showing that the delay was caused by circum¬ 
stances known to the insurer when the contract 
was concluded, or by showing that he waived the 
condition. 

Where the destination is specified by the policy, 


and the ship, instead of sailing for that destina¬ 
tion, sails for any other destination, the risk does 
not attach. Where, after the commencement of 
the risk, the destination of the ship is voluntarily 
changed from the destination contemplated by the 
policy, there is said to be a change of voyage, and, 
unless the policy otherwise provides, the insurer 
is discharged from liability as from the time of 
change, that is to say, as from the time when the 
determination to change it is manifested; and this 
is so even if the ship has not, as a matter of fact, 
at the time of the loss occurring, left the course 
of voyage which was contemplated by the policy. 

Deviation 

Although the ship may not have transgressed 
the contract either in respect of the beginning or 
the end of the voyage, she may, nevertheless, in¬ 
juriously affect the insurance by deviation from the 
voyage contemplated by the policy or by delay in 
prosecuting it. (See also Chapter VII of this Part.) 
There is a deviation from the voyage contemplated 
by the policy: 

(a) Where the course of the voyage is specifi¬ 
cally designated by the policy, and that course is 
departed from; or 
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(6) Where the course of the voyage is not speci¬ 
fically designated by the policy, bat the usual and 
customary course is departed from. 

The intention to deviate is not material; to 
discharge the insurer from his liability under 
the contract there must be a deviation in fact. 

Unless there is lawful excuse for such deviation, 
the result ot it is to discharge the insurer from 
liability as from the time of the deviation, nor 
does the fact of the ship regaining her course 
before any loss occurs mend matters in favour of 
the assured. * 

A deviation may occur in the case of there being 
several ports of discharge. Where several such 
ports are specified by the policy, the ship may go 
to all or any of them, hut she must go to them, 
or such of them as she does go to, in the order 
designated by the policy, if there is no usage or 
sufficient cause to the contrary. Otherwise there 
is a deviation. Where the policy is to “ ports of 
discharge" within a given area, which are not 
named, she must, in the absence of any usage or 
sufficient cause to the contrary, go to them, or 
such of them as she does go to, in their geographi¬ 
cal order. Otherwise there is a deviation. 

. Delay 

In the case of a voyage policy, the adventure 
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insured must be prosecuted throughout its course, 
with reasonable dispatch, and, if withou'. lawful 
excuse it is not so prosecuted, the insurer is dis¬ 
charged from liability as from the time when the. 
delay becomes unreasonable. 

The Act provides that deviation or delay in pro¬ 
secuting the voyage contemplated by the policy 
shall be excused in the following cases:— 

(а) Where authorized by any special term in the 
policy; or 

(б) Where caused by circumstances beyond the 
control of the master and his employer; or 

(c ) Where reasonably necessary in order to com¬ 
ply with an express or implied warranfcry; or 

(d) Where reasonably necessary for the safety 
of the ship or subject-matter insured; or 

(e) For the purpose of saving human life, or 
aiding a ship in distress where human life may 
be in danger; or 

(/) Where reasonably necessary for the purpose 
of obtaining medical or surgical aid for any person 
on board the ship; or 

(g) Where caused by the barratrous conduct of 
the master or crew, if barratry be one of the perils, 
insured against. • 

But when the cause excusing the deviation or 
delay ceases to operate, the ship must resume her 
course and prosecute her voyage, with reasonable 
dispatch. 


FOR WHAT LOSSES THE INSURER IS LIABLE 


It is to be observed that the sum insured does 
not necessarily represent the full amount for which 
the insurer may be liable under the policy, and it 
is expressly provided by the Act that, subject to 
the terms of the policy itself and the provisiorfs 
of the Act, the insurer is liable for successive 
losses even although they may amount to more 
than the sum actually insured. But where, under 
the same policy, a partial loss, which has not been 
repaired or otherwise made good, is followed by 
a total loss, the assured can only recover in respect 
of the total loss. These provisions do not affect 
the liability of the insurer under the suing and 
labouring clause (see p. 85). 

Generally speaking, in the absence,of any special 
provision in the policy, the insurer is only liable 
for losses which are proximately caused by perils 
insured against. Some particular exceptions to 


the general rule as to liability atflrfiven in the 
Act. The insurer is not liable for a loss attribu¬ 
table to the wilful misconduct of the assured, but, 
on the other hand, it is no defence that the lose 
would not have occurred but for the misconduct 
or negligence of the master or crew if it was proxi¬ 
mately caused by a peril insured against. Unless 
otherwise provided by the policy, an insurer on 
ship or goods is not liable for any loss proximately 
caused by delay, although the delay itself may be 
caused by a peril insured against. And similarly, 
if not otherwise provided by the policy, the in¬ 
surer is not liable for ordinary wear' and tear, 
ordinary leakage and breakage, inherent vice or 
the nature of the subject-matter insured, or for any 
loss proximately caused by rats or vermin, or for 
any injury to machinery not proximately caused 
by maritime perils. 


vofc. m 
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TOTAL LOSS 


A loss may be total or partial, and a total loss 
may be either an actual total loss or a constructive 
total loss; and a total loss in either sense is in- 
eluded in an insurance against total loss, unless 
a different intention appears in the terms of the 
policy. 

Actual Total Loss 

There is an actual total loss if the subject- 
matter insured is destroyed, or so damaged as to 
cease to be a thing of the kind insured, or where 
the assured is irretrievably deprived of it, and an 
actual total loss may be presumed where the ship 
is missing and, after a reasonable time, no news 
of her has been received. 

Constructive Total Loss 

The case of a constructive total loss is more 
complicated. . 

Subject to any express provision in the policy, 
there is a constructive total loss where the subject- 
matter insured is reasonably abandoned on account 
of its actual total loss appearing to be unavoid¬ 
able, or because it could not be preserved from 
actual total loss without an expenditure which 
would exceed its value when the expenditure had 
been incurred. 

In particular, there is a constructive total 
loss— 

(i) Where the assured is deprived of the posses¬ 
sion of his sUf^ or*goods by a peril insured against, 
and it is unlikely that he can recover the ship or 
goods, or the cost of recovering the ship or goods 
would exceed their value when recovered; or 

(ii) In the case of damage to a ship, where she is 
so damaged by a peril insured against that the 
cost of repairing the damage would exceed the 
value of the ship when repaired. In estimating 
the cost of repairs, no deduction is to be made in 
respect of general average contributions to those 
repairs payable by other interests, but account 
is to be taken of the expense of future salvage 
operations and of any future general average con¬ 
tributions to which the ship would be liable if 
repaired; or 

(iii) In the case of damage to goods, where the 
cost of repairing the damage and forwarding the 
goods to their destination would exceed their value 
on arrival 

In the case of a constructive total loss the 
assured has the option of treating the matter as 


a partial loss or abandoning the subject-matter 
insured to the insurer and claiming as for a total 
loss. 

Notice of Abandonment 

It is to be noted that, with certain exceptions, 
in order to claim as for a total loss, the assured 
must give notice of abandonment Such notice is 
unnecessary where, at the time when the assured 
receives information of the loss, there would be 
no possibility of benefit to the insurer if notice 
were given to him, or where notice is waived by 
the insurer. And where the insurer has re-insured 
his risk, he is not required to give notice of 
abandonment to his re-insurer. 

The notice may be given in writing, or by word 
of mouth, or partly in writing and partly by word 
of mouth, and it may be given in any terms which 
indicate the intention of the assured to abandon 
his insured interest unconditionally to the insurer. 
It must be given with reasonable diligence after 
receiving reliable information of the loss, but if 
the information is of a doubtful character, the 
assured is allowed a reasonable time to enquire. 
The abandonment is made irrevocable by accep¬ 
tance of the notice, which has the effect of admit¬ 
ting both liability for the loss and the sufficiency 
of the notice. Although mere silence on the part 
of the insurer after receiving notice does not of 
itself constitute an acceptance, an acceptance may 
be implied from his conduct. If the notice is pro¬ 
perly given, the fact that the insurer refuses to 
accept the abandonment does not prejudice any 
rights the assured may have. 

. The necessity for notice of abandonment does 
not arise in the case of an actual total loss. 

Effect of Abandonment 

A valid abandonment has the effect of entitling 
the insurer to take over the interest of the assured 
in what may remain of the subject-matter insured, 
and all proprietary rights incidental thereto. It 
has the effect, in the case of the abandonment of a 
ship, of giving the insurer a right to the freight in 
course of being earned, and which is earned by her 
subject to the casualty causing the loss, less the 
expenses of earning it incurred after the casualty. 
In the case of the owner’s goods being carried by 
the ship, the insurer is entitled to a reasonable 
remuneration for the carriage of tbam After the 
casualty causing the loss. 
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PARTIAL LOSS, GENERAL AND PARTICULAR AVERAGE, ETC. 


The total lose of the subject-matter insured, 
as has been already indicated, is not the only 
circumstance which may impose on the insurer a 
liability to pay. He may be liable for partial loss of 
the subject-matter, either from a port being wholly 
lost, or from part or the whole suffering deterior¬ 
ation, in each case through a peril insured against 
He may even be under a liability to pay in certain 
cases in respect of expenses which do not represent 
a loss or injury actually suffered by the subject- 
matter itself. (See also Chapter VII of this Part.) 

Particular and General Average Loss 

The terms particular average loss and general 
average' loss are somewhat confusing, and are 
specially dealt with in the Act A particular 
average loss is defined as a partial loss of the 
subject-matter insured, caused by a peril insured 
against, which is not a general average loss. A 
general average losses a loss caused by or directly 
consequential on a general average act, and it 
includes both a general average expenditure and 
a general average sacrifice. As a general average 
loss is defined by reference to a general average 
act, it is important to see what constitutes the 
latter, which exists where any extraordinary sacri¬ 
fice or expenditure Is voluntarily and reasonably 
made or incurred in time of peril for the pur¬ 
pose of preserving the property imperilled in the 
common adventure. 

General Average Contribution 

As between the parties interested in the adven¬ 
ture, there is an important distinction between 
particular and general average. For when there 
is a general average loss, the party on whom it 
falls is entitled, subject to the conditions imposed 
by maritime law, to a rateable contribution from 
the other parties interested. This is called a 
general average contribution. Such being the 
position of the assured towards those who are 
interested with him in the adventure, the insurer 
may in his turn he affected through the assured 
having incurred a general average expenditure, 
or having made a general average sacrifice, or 
through the assured having paid or being liable 
to pay a general average contribution. 

Unless otherwise. expressly provided in the 
policy, where the assured has incurred a general 
average expenditure he may recover from the 
insurer in respect of the proportion of the loss 
which folk upon him, and in the case of a general 


average sacrifice he may recover from the insurer 
in respect of the whole loss without having en¬ 
forced his right of contribution from the other 
parties liable to contribute. On payment of the 
loss, however, the underwriter himself, on the prin¬ 
ciple of subrogation, becomes entitled to the rights 
of the assured to contribution (p. 87). Where the 
assured has paid, or is liable to pay, a general 
average contribution in respect of the subject 
insured, he may, unless it is otherwise expressly 
provided in the policy, recover in respect of it 
from the insurer. But it is to be noted that, in 
the absence of express stipulation, the insurer is 
not liable for any general average loss or contri¬ 
bution where the loss was not incurred for the 
purpose of avoiding, or in connection with the 
avoidance of, a peril insured against. The same 
assured may himself be the owner of ship, cargo, 
and freight, or of two out of these interests, and in 
such a case the liability of the insurer in respect 
of general average losses or contributions is to be 
determined as if those subjects were owned by 
different persons. 

Particular Charges 

It is to be observed that particular average, 
above referred to, does not include particular 
charges, a term which is applied to expenses in¬ 
curred by or on behalf of the assured for the 
safety or preservation of the, subje ct-matter in¬ 
sured, other than general average and the salvage 
clauses about to be mentioned. This is impor¬ 
tant when the policy excludes particular average 
either wholly or below a particular percentage. 
The expenses of services in the nature of salvage 
rendered by the assured or his agents, or any 
person employed for hire by them, for the purpose 
of averting a peril insured against, may, if pro¬ 
perly incurred, be recovered as particular charges 
under the suing and labouring clause or as a 
general average loss, according to the circum¬ 
stances under which they were incurred. 

Salvage Charges 

Salvage charges, on the other hand, are defined 
as meaning the charges recoverable under mari¬ 
time law by a salvor independently of contract, 
and charges of this nature may, subject to any 
express provision in the policy, if they were in¬ 
curred in preventing a loss by perils insured 
against, be recovered as a loss by those perila 
(See also Chapter VIII of this Pari) 
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General Average Adjustment 

Although the general principle of general aver¬ 
age establishes clearly enongh that the loss to the 
individual whose goods are sacrificed or whose 
money is expended for the benefit of the rest is 
to be compensated according to the loss sustained 
on the one hand and the benefit derived on the 
other, under the conditions already referred to, 
nevertheless, where a case for general average 
contribution exists, it is sometimes a matter of 
much difficulty and nicety to determine how the 
general average loss is to be borne. The fixing 
of the various contributions to be made by the 
various interests which are liable to contribute 
is known as general average adjustment, and the 
practice of adjustment is a sort of science in itself 
in the hands of average adjusters, and these ad¬ 
justers have a more or less recognized practice 
and more or less recognized usages and rules for 
their common guidance. The practice is not in¬ 
deed the same for the average adjusters of all 
countries, a fact which has ghten rise to consider¬ 
able complications from time to time. Thus not 
merely may the practice of adjusters in two 
countries differ as to what is or is not a general 
average loss at all, but, even when a general aver¬ 
age loss exists, the apportionment of the loss ac¬ 
cording to the average adjusters of one country 
may differ from that which would be made ac¬ 
cording to the recognized practice in another 
country. Consequently very different results may 
arise according to the place in which the adjust¬ 
ment is madeWHus place would generally, in the 
absence of any express stipulation on the point, 
be the port of the ship’s destination or delivery 
of her cargo when there is only one such port of 
destination pr delivery. It may, in certain cases, 
be some other place; for example, when the ship 
is forced to turn back at the beginning of the 
voyage and break up her voyage at the port of 
departure, this port may be the proper place in 
which to have the average adjustment made. But 
in any case those who are liable to contribute 
to the general average loss or expenditure are, 
unless it is otherwise agreed, liable to have the 
general average adjusted at the usual and proper 
place and according to the usage and law of that 
place. It is, of course, open to those concerned 
to agree that the matter shall be dealt with in 
some particular way, and if such a stipulation is 
inserted in the contract of affreightment it would 
be binding, at all events as between the parties 
to the contract, though whether persons interested 


in the adventure other than the shipowner and 
shipper would be bound by the stipulation msfy 
possibly depend on circumstances. (See also Chap¬ 
ter VI of this Part) Something has been done 
towards securing uniformity in international prac¬ 
tice by the formulating of the York-Antwerp 
Buies, which it is very common to incorporate, 
in whole or in part, in contracts of affreightment 
They are the result of various international con¬ 
gresses on the subject, and of several conferences 
of the Society for the Beform and Codification of 
the Law of Nations. 

Primarily, no doubt, the question of average ad¬ 
justment is one that concerns those actually con¬ 
cerned in the adventure. But the underwriter is 
obviously concerned also, as has been shown. If 
the policy is silent as to his liability in respect 
of an adjustment made abroad, the general rule 
is that lie is bound by such an adjustment if 
the place at which it has been made was the 
proper place for the purpose and if it has been 
made according to the law of that place, if the 
general average loss has been incurred or the 
general average expenditure »has been made in 
order to avert a peril insured against, or at all 
events in connection with the avoidance of such 
a peril. 

Various special clauses have been introduced 
into policies for the purpose of specially providing 
for the case of a foreign adjustment, such as “ to 
pay general average as by foreign statement, if 
so made up”. The effect of such a clause may 
be to render the insurer liable to indemnify the 
assured in respect of matters which would not 
properly be included under the head of general 
average according to English law at all, and eveu 
in respect of matters which were not caused by 
any of the perils named in the policy. The new 
clause given in the Institute Clauses runs as 
follows: “General average and salvage to be ad¬ 
justed according to the law and practice obtaining 
at the place where the adventure ends, as if the 
contract of affreightment contained no special 
terms upon the subject; or if the contract of 
affreightment so provides, according to York- 
Antwerp Buies, or in the case of wood cargoes, 
York-Ajntwerp Buies omitting the first word of 
Buie I (‘No’); but, in all matters not specifically 
referred to in York-Antwerp Rules I to XVu 
inclusive, the adjustment shall be in accordance 
with the law and practice obtaining at. the place 
where the adventure ends, and as if the contract 
of affreightment contained no special tenns upon 
the subject ”, 
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SUING AND LABOURING CLAUSE 


The meaning of the ordinary going and labour¬ 
ing clause was well explained by Mr. Justice 
Willea in Kidston v. Empire Insurance Company 
(1866) as follows: “If an occasion should occur in 
which, by reason of a peril insured against, unusual 
labour and expense are rendered necessary to pre¬ 
vent a loss for which the underwriters would be 
answerable, and such labour and expense is in¬ 
curred aobordingly, the underwriters will* con¬ 
tribute, not as part of the sum insured in case 
of loss or damage, because it may be that a loss 
or damage for which they would be liable is 
averted by the labour bestowed, but as a contri¬ 
bution on their part as persons who have avoided 
detriment by the result in proportion to what they 
would havo had to pay if such detriment had 
come to a head for want of timely care.” 

It is the duty of the assured and his agents in 
every case to take all reasonable measures in order 
to avert or minimize a loss. Under a suing and 


labouring clause, where the policy contains one, 
all expenses which have been properly incurred 
by the assured pursuant to the clause, may be 
recovered by him from the insurer quite apart 
from any sum which would otherwise be payable 
under the policy. The clause is effective for this 
purpose even though the insurer may have paid 
for a total loss, so that the insurer may be liable 
in certain cases to pay more than the sum for 
which the insurance is made, for the suing and 
labouring clause is deemed to be supplementary 
to the contract of insurance. Nor is it any objec¬ 
tion to the operation of the clause that the policy 
warranted the subject-matter free from particular 
average, either altogether or under a certain per¬ 
centage. But the loss for the averting or diminish¬ 
ing of which the expenses have been incurred must 
be one covered by the policy, and general average 
losses and salvage charges as defined cannot be 
recovered under the clause. 


INDEMNITY 


A policy of marine insurance is, in the main, 
a contract of indemnity, although, sis has been 
judicially said, it ig not a contract of perfect in¬ 
demnity. This fact has a very important bearing 
on the question of the amount recoverable under 
the policy. The amount recoverable on a loss on 
a policy depends on a variety of circumstances, 
such as the fixed or unfixed value of the subject- 
matter, the amount of the loss, the amount for 
which the insurance is made, and the existence of 
other insurances on the same subject-matter. 

Measure of Indemnity 

The term “measure of indemnity" is applied to 
the sum which the assured can recover in respect 
of a loss on a policy by which he is insured, in the 
case of an unvalued policy to the full extent of the 
insurable value, or, in the case of a valued policy, 
to the full extent of the value fixed by the policy. 
The liability for this indemnity may be dis¬ 
tributed over more policies than one, and in cases 
of under-insurance, i.e, where the assured is in¬ 
sured for an amount less than the insurable value, 
or, in the case of a valued policy, for an amount 
less than the Value fixed by the policy, the assured 
is himself to be reckoned as one of the insurers for 
the purpose of determining the amount of the loss 
which is to he borne by the different insurers, as if 
he were his own insurer to the extent of the un¬ 


insured balance of the fixed or insurable value as 
the case may be. 

Again, the assured may be over-insured by 
double insurance, where two or more policies are 
effected by him or on his behalf on the same 
adventure arid interest or any part thereof, and 
the sums insured exceed tinaWademnity which 
he is allowed to receive, and special rules apply 
to such cuses (see p. 87). 

Statutory Rules as to Measure of 
Indemnity 

The Act contains express rules as to the measure 
of indemnity. 

Subject to its provisions and to any express 
provision in the policy, where there is a total 
loss of the subject-matter insured:— 

1. If the policy be a valued policy, the measure 
of indemnity is the sum fixed by the policy. 

2. If the policy be an unvalued policy, the mea¬ 
sure of indemnity is the insurable value of the 
subject-matter insured. 

Where a ship is damaged, but not totally lost, 
the measure of indemnity, subject to any express 
provision in the policy, is as follows 

1. Where the ship has been repaired, the assured 
is entitled to the reasonable cost of the repairs, 
less the customary deductions, but not exceeding 
the sum insured in respect of auy one casualty; 
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2. Where the ship has been only partially re¬ 
paired, the assured is entitled to the reasonable 
cost of such repairs, computed as above, and also 
to be indemnified for the reasonable depreciation, 
if any, arising from the unrepaired damage, pro¬ 
vided that the aggregate amount shall not exceed 
the cost of repairing the whole damage, computed 
as above; 

3. Where the ship has not been repaired, and 
has not been sold in her damaged state during the 
risk, the assured is entitled to be indemnified for 
the reasonable depreciation arising from the un¬ 
repaired damage, but not exceeding the reasonable 
cost of repairing such damage, computed as above. 

Subject to any express provision in the policy, 
when there i3 a partial loss of freight, the mea¬ 
sure of indemnity is such proportion of the sum 
fixed by the policy in the case of a valued policy, 
or of the insurable value in the case of an un¬ 
valued policy, as the proportion of freight lost 
by the assured bears to the whole freight at the 
risk of the assured under the policy. 

Where there is a partial l&ss of goods, mer¬ 
chandise, or other moveables, the measure of in¬ 
demnity, subject to any express provision in the 
policy, is as follows:— 

Where part of the goods, merchandise, or other 
moveables insured by a valued policy is totally 
lost, the measure of indemnity is such proportion 
of the sum fixed by the policy as the insurable 
value of the part lost bears to the insurable value 
of the whole, ascertained as in the case of an 
unvalued policy; 

Where part ofctte, goods, merchandise, or other 
moveables insured by an unvalued policy is totally 
lost, the measure of indemnity is the insurable 
value of the part lost, ascertained as in case of 
total loss; 

Where the whole or any part of the goods or 
merchandise insured has been delivered damaged 
at its destination, the measure of indemnity is 
such proportion of the sum fixed by the policy in 
the case of a valued policy, or of the insurable 
value in the case of an unvalued policy, as the 
difference between the gross sound and damaged 
values at the place of arrival bears to the gross 
sound value; 

“Gross value” means the wholesale price, or, 
if there be no such price, the estimated value, 
with, in either case, freight, landing charges, and 
duty paid beforehand; provided that, in the case 
of goods or merchandise customarily sold in bond, 
the bonded price is deemed to be the gross value. 
“ Gross proceeds ” means the actual price obtained 
at a sale where all charges on sale are paid by the 
sellers. 

Where different species of property are insured 


under a single valuation, the valuation must Ije 
apportioned over the different species in propor¬ 
tion to their respective insurable values, as in 
the case of an unvalued policy. The insured 
value of any part of a species is such proportion 
of the total insured value of the same as the in¬ 
surable value of the part bears to the insurable 
value of the whole, ascertained in both cases as 
provided by the Act. 

Where a valuation has to be apportioned, and 
particulars of the prime cost of each separate 
species, quality, or description of goods cannot be 
ascertained, the division of the valuation may be 
made over the net arrived sound values of the dif¬ 
ferent species, qualities, or descriptions of goods. 

Subject to any express provision in the policy, 
where the assured has paid, or is liable for, any 
general average contribution, the measure of in¬ 
demnity is the full amount of such contribution, 
if the subject-matter liable to contribution is in¬ 
sured for its full contributory value; but, if such 
subject-matter be not insured for its full con¬ 
tributory value, or if only part of it be insured, 
the indemnity payable by the Insurer must be re¬ 
duced in proportion to the under-insurance, and 
where there has been a particular average loss 
which constitutes a deduction from the contribu¬ 
tory value, and for which the insurer is liable, 
that amount must be deducted from the insured 
value in order to ascertain jirhat the insurer is 
liable to contribute. 

Where the insurer is liable for salvage charges, 
the extent of his liability must be determined on 
the like principle. 

Where the assured has effected an insurance in 
express terms against any liability to a third party, 
the # measure of indemnity, subject to any express 
provision in the policy, is the amount paid or pay¬ 
able by him to such third party iu respect of such 
liability. 

Where there has been a loss in respect of any 
subject-matter not expressly provided for in the 
foregoing provisions of the Act, the measure of 
indemnity is ascertained, as nearly as may be, in 
accordance with those provisions. 

Nothing in the provisions of the Act relating 
to the measure of indemnity affects the rules re¬ 
lating to double insurance, or prohibits the insurer 
from disproving interest wholly or in part, or from 
showing that at the time of the loss the whole or 
any part of the subject-matter insured wis not at 
risk under the policy. 

Warranty Free from Particular 
Average 

It is very common to find in policies a provision 
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that certain things are warranted free from par¬ 
ticular average, either altogether or from par* 
ticul&r average below a certain percentage. 

Where the subject-matter insured is warranted 
free from particular average, the assured cannot 
recover for a loss of part, other than a loss in¬ 
curred by a general average sacrifice, unless the 
contract contained in the policy be apportionable ; 
but, if th£ contract be apportionable, the assured 
may recover for a total loss of any apportionable 
part. 

Where the subject-matter insured is warranted 
free from particular average, either wholly or 
under a certain percentage, the insurer is never¬ 
theless liable for salvage charges, and for particu¬ 


lar charges and other expenses properly incurred 
pursuant to the provisions of the suing and labour¬ 
ing clause in order to avert a loss insured against. 

Unless the policy otherwise provides, where the 
subject-matter insured is warranted free from par¬ 
ticular average under a specified percentage, a 
general average loss cannot be added to a par¬ 
ticular average loss to make up the specified 
percentage. 

For the purpose of ascertaining whether the 
specified percentage has been reached, regard is 
had only to the actual loss suffered by the sub¬ 
ject-matter insured. Particular charges and the 
expenses of and incidental to ascertaining and 
proving the loss must be excluded. 


MISCELLANEOUS 


Double Insurance 

Double insurance has been already referred to, 
and the Act contains the following rales with 
regard to it:— * 

(a) The assured, unless the policy otherwise 
provides, may claim payment from the insurers in 
such order as he may think fit, provided that he 
is not entitled to receive any sum in excess of 
the indemnity allowed by the Act; 

(A) Where the policy under which the assured 
claims is a valued policy, the assured must give 
credit as against the valuation for any sum received 
by him under any other policy without regard to 
the actual value of the subject-matter insured; 

(c) Where the policy under which the assured 
claims is au unvalued policy, he must give credit, 
aB against the full insurable value, for any sum 
received by him under any other policy; 

(d) Where the assured receives any sum in excess 
of the indemnity allowed by the Act, he is deemed 
to hold such sum in trust for the insurers, according 
to their right of contribution among themselves. 

Although the assured may claim from the in¬ 
surers in any order be thinks fit, nevertheless, 
as between himself and the other insurers, each 
insurer is bound to contribute rateably to the 
loss in proportion to the amount for which he is 
liable under bis contract; and if any insurer pays 
more than his proportion of the loss, he is entitled 
to maintain an action for contribution against the 
other insurers, and to the like remedies as a surety 
who has paid more than his proportion of the 
debt. (See Part lit, Chapter Vni.) 

1 * 

' } Mutual Insurance 

Where two or more persons mutually agree to 


insure each other against marine losses, the pro¬ 
visions of the Act are modified in some respects. 
The provisions of the Act relating to the premium 
do not apply to nnftual insurance, but a guarantee, 
or such other arrangement as may be agreed upon, 
may be substituted for the premftun. The pro¬ 
visions of the Act, in. so far as they may be modi¬ 
fied by the agreement of the parties, may, in the 
case of mutual insurance, be modified by the terms 
of the policies issued by the association, or by the 
rules and regulations of the association. Other¬ 
wise the provisions of the* .\cfc Apply to insurance 
of this nature. 

Subrogatifc.-i 

It has been already pointed out that the con¬ 
tract of marine insurance is in the main one of 
indemnity, and the insurer is accordingly entitled 
to certain rights of subrogation, that is, in cer¬ 
tain circumstances to stand in the shoes of the 
assured. The Act contains the following express 
provisions:— 

Where the insurer pays for a total loss, either of 
the whole or, in the case of goods of any appor¬ 
tionable part, of the subject-matter insured, he 
thereupon becomes entitled to take over the in¬ 
terest of the assured in whatever may remain of 
the subject-matter so paid for, and he is thereby 
subrogated to all the rights and remedies of the 
assured in and in respect of that subject-matter 
as from the time of the casualty causing the loss. 

Subject to the foregoing provisions, where the 
insurer pays for a partial loss, he acquires no title ^ 
to tbe subject-matter insured, or such part of it as 
may remain, but be is thereupon subrogated to 
all rights and remedies of the assured in and in 
respect of the subject-matter insured as from the 
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time of the casualty causing the loss, in so far 
as the assured has been indemnified, according to 
the Act, by such payment for the loss. 

Assignment 

A marine insurance policy is assignable unless its 
own terms expressly prohibit its being assigned. 
The assignment may be made by an endorsement 
on the policy itself or in some other customary 
manner, and the assignment may be made either 
before or after a loss has occurred. 

Save as regards assignments after loss, any as¬ 
signment is inoperative, if made after the assured 
has parted with or lost his interest in the subject- 
matter insured, unless he has, before or at the 
time of parting with or losing his interest, ex¬ 
pressly or impliedly agreed to assign the policy. 

The assignee of a policy which has been assigned 
so as to pass the beneficial interest in it is entitled 
to sue on it in his own name. But the defendant 


is entitled to make any defence arising oat of the 
contract which he would have been entitled to 
make if the action had been brought in the name 
of the person by or on behalf of whom the policy 
was effected. 

General Principles 

Whilst the special rules of law affecting marine 
insurance are, in great part at least, codified by 
the Act of 1906, still many of the principles which 
affect such contracts are not expressly set out in the 
Act itself, as has already been remarked (p. TO). 

Besides such provisions as are common to insur¬ 
ance companies with other companies, the Com¬ 
panies (Consolidation) Act, 1908, contains certain 
provisions with regard to a statement to be made 
at certain times with regard to capital, <fcc., in the 
case of certain companies and societies, amongst 
which companies carrying on the business of in¬ 
surance are included. (See Part III, Chapter IV.) 


STAMPS 


The Stamp Act, 1891, deals at some length with 
the revenue duties payable in the case of marine 
insurance. The expression “policy of insurance” 
includes every writing whereby any contract of 
insurance is made or agreed to be made, or is 
evidenced, and the expression “insurance” in¬ 
cludes assurance. 

The expression “ policy of sea insurance ” means 
any insurance (including re-insurance) made upon 
any ship or vessel^or upon the machinery, tackle, 
or furniture of any ship or vessel, or upon any 
goods, merchandise, or property of any description 
whatever on board of any ship or vessel, or upon 
the freight of, or any other interest which may 
be lawfully insured in or relating to, any ship or 
vessel, and includes any insurance of goods, mer¬ 
chandise, or property for any transit which in¬ 
cludes not only a sea risk, but also any other 
risk incidental to the transit insured from the 
commencement of the transit to the ultimate des¬ 
tination covered by the insurance. 

Where any person, in consideration of any sum 
of money paid or to be paid for additional freight 
or otherwise, agrees to take upon himself any risk 
attending goods, merchandise, or property of any 
description whatever while on board of any ship 
or vessel, or engages to indemnify the owner of 
any such goods, merchandise, or property from 
' any risk, loss, or damage, such agreement or en¬ 
gagement is deemed to be a contract for sea 
insurance. 

A contract for sea insurance (other than such 


insurance as is referred to in Section 66 of the 
Merchant Shipping Act Amendment Act, 1862 *) is 
not valid unless the same is expressed in a policy 
of sea insurance. 

No policy of sea insurance made for time must 
be made for any time exceeding twelve months 
(see p. 77). 

A policy of sea insurance is not valid unless 
it specifies the particular risk or adventure, the 
names of the subscribers or underwriters, and the 
sum or sums insured, and is made for a period not 
exceeding twelve months (and as to continuation, 
see'p. 77). 

Where any sea insurance is made for a voyage 
and also for time, or to extend to or cover any 
time beyond thirty days after the ship shall have 
arrived at her destination and been there moored 
at anchor, the policy is to be charged with duty 
as a policy for a voyage, and also with duty as a 
policy for time. 

A policy of sea insurance may not be stamped 

1 By Section 65 of the Merchant Shipping Act Amendment Aot, 
1862, now replaced by Section 606 of the Merchant Shi ppin g Act, 
1894, Insurances effected against all or any of (1) any loss of Ufa 
or personal Injury to any person being carried In any ship; 
( 2 ) any damage or lot* caused to any goods, merchandise, or 
other things whatsoever on board any ahtp; (8) any loss of Hfe 
or personal Injury caused by reason of the improper navigation 
of any ship to any person carried In any other ship or host} 
(4) any loss or damage caused by reason of the improper navi- 
gation of any ship to any other ship or boat, or to any gopdt, 
merchandise, or other things whatsoever on board any other 
ship or boat; and occurring without the actual fault or privity 
of the owners, were not to be invalid by ration of the nature 
of the risk. ■ 
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at any time after it is signed or underwritten by 
any person except— 

(a) Any policy of,mutual insurance may, if 
required, be stamped with an additional stamp, 
provided that at the time when the additional 
stamp is required the polioy has not been signed 
or underwrittemto an amount exceeding the sum 
or sums which the duty impressed thereon extends 
to cover; 

(jb) Any policy made or executed out of, bnt 
being in any manner enforceable within, the 
United Kingdom, may be stamped at any lime 
within ten days after it has been first received in 
the United Kingdom on payment of the duty only. 

But a policy of sea insurance for the purpose 
of production in evidence may legally be stamped 
after execution, under a penalty of £100. 

Nothing in the Act prohibits the making of any 
alteration which may lawfully be made in the 
terms and conditions of any policy of sea insur¬ 
ance after the policy has been underwritten, but 
the alteration must be made before notice of the 
determination of the risk originally insured, and 
must not prolong the time covered by the insur¬ 
ance beyond the period of six months in the case 
of a policy made for a less period than six months, 
or beyond the period of twelve months in the case 
of a policy made for a greater period than six 
months, and that the articles insured must remain 
the property of the game person or persons, and 
no additional or further sum be insured by reason 
or means of the alteration. 

If any person becomes an insurer upon any 
sea insurance, or enters into any contract for sea 
insurance, or directly or indirectly receives or con¬ 
tracts or takes credit in account for any premium 
or consideration for any sea insurance, or know¬ 
ingly takes upon himself any risk, or renders 
himself liable to pay, or pays, any sum of money 
upon any loss, peril, or contingency relative to any 
sea insurance, unless the insurance is expressed in 
a policy of sea insurance duly stamped; or 

Makes or effects, or knowingly procures to be 
made or effected, any sea insurance, or directly or 


indirectly gives or pays, or renders himself liable 
to pay, any premium or consideration for any sea 
insurance, or enters into any contract for sea in¬ 
surance, unless the contract is expressed in a policy 
of sea insurance duly stamped; or 

Is concerned in any fraudulent contrivance or 
device, or is guilty of any wilful act, neglect, or 
omission, with intent to evade the duties payable 
on policies of sea insurance, he for every such 
offence incurs a fine of £100. 

Every broker, agent, or other person negotiating 
or transacting any sea insurance contrary to the 
true intent and meaning of the Stamp Act, or writ¬ 
ing any policy of sea insurance upon material not 
duly stamped, for every such offence incurs a fine 
of £100, and has no legal claim to any charge 
for brokerage, commission, or agency, or for any 
expenses, and any money paid to him in respect 
of any such charge is deemed to be paid without 
consideration, and remains the property of his 
employer. 

If any person makes or issues, or causes to be 
made or issued, any document purporting to be 
a copy of a policy of sea insurance, and there is 
not at the time of the making or issue in existence 
a policy duly stamped whereof the said document 
is a copy, for such offence, in addition to any other 
fine or penalty to which he may be liable, he incurs 
a fine of £100 for Stamp Duties on Policy of Sea 
Insurance. (See for Duties, Part III, Chapter 
XXVIII.) % ' 

By the Revenue Act, 1903, Section 8, it is pro¬ 
vided that a policy of insurance made or purporting 
to bo made upon or to cover a?j} ship or vessel, or 
the machinery or fittings belonging to the ship or 
vessel whilst under construction, or repair, or on 
trial, shall be sufficiently stamped for the purposes 
of the Stamp Acts if stamped as a policy of sea 
insurance made for a voyage, and though made 
for a time exceeding twelve months shall not be 
deemed to be a policy of sea insurance made for 
time. 

As to policies containing a continuation clause, 
see above, p. 77. 


Authority.— Ariumld ,“ Law of Marine Insurance 1 
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THE BOARD OF TRADE 


* Introductory 

In the course of our treatment of Shipping we 
have had occasion to see that the general control 
in the matter of superintendence of British Mer¬ 
chant Shipping and Seamen is vested in the Board 
of Trade, with powers to make rules and regula¬ 
tions supplementing the Merchant Shipping Acts, 
and to appoint officers to carry out and secure the 
observance of these regulations and enactments. 

On various ocSSions, and particularly in recent 
times, the Board of Trade in its control of British 
Shipping has been subjected to severe criticism, 
both at the hands of those who know and those 
who cannot be presumed to know either the law, 
the science of shipbuilding, or the powers which 
actually are vested in the Board. It is in con¬ 
nection with the rules made with regard to the 
safety of life at sea that this criticism has been 
chiefly seen, and principally in consequence of the 
loss of the Titanic. Shortly after the official en¬ 
quiry, presided over by Lord Mersey, new draft 
rules were issued, which are noticed elsewhere 
(Chapter V of this Part); but there has been a 
persistent demand in certain quarters that the 
control of the Board of Trade and the constitution 
of its Marine Department and Advisory Committee 
should be thoroughly overhauled. Indeed, in some 
quarters it has been claimed that a separate Board 
of Transport for the especial care and control of 
British Shipping should be set up; and that the 
duties of classification now performed by Lloyd’s 
Register, the British Corporation, and other socie¬ 
ties, should be taken over by officials of the Board 


of Trade. It must, however,* be seen that some¬ 
thing further even than this is required, namely, 
an International Convention, under which rules 
may be framed so that the world’s shipping may 
be controlled by a system which is recognized by 
the wisdom of all nations to be that most con¬ 
ducive to the safety of all who travel by and who 
are employed in either passenger or cargo vessels. 
In this both Lord Mersey’s Report and the Report 
(1912) of the Advisory Committee agreed, and the 
subsequent Draft Rules issued by the Board of 
Trade were, as the President said, subject to 
further reconsideration by the light of any con¬ 
clusions arrived at by international negotiation. 
In the House of Commons they were severely 
criticized from all sides and defended by the 
President. 

The general constitution of the Board of Trade 
and its many departments have been noticed in 
Part I, Chapter IX. In the present connection it 
is the Marine Department and the Harbour De¬ 
partment, each under the authority of an Assistant 
Secretary, which alone concern us, and principally 
the former. The General Register and Reeord 
Office of Shipping and Seamen, Tower Hill, to 
which returns must be made; the Marine Consul¬ 
tative Branch, at Victoria Street, and the Marine 
Survey Staff, Mark Lane, London, have also been 
noticed at the same place. 

The Advisory Committee 

In exercising its powers of making and revising 
rules the Board of Trade seeks the advice of a 
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Merchant Shipping Advisory Committee and other 
Committeea The Advisory Committee on Life¬ 
saving Appliances, it is provided by the Act, is 
to consist of members holding office for two years. 
It is composed of three shipowners selected by the 
Chamber of Shipping of the United Kingdom, one 
shipowner selected by the Shipowners’ Association 
of Glasgow, and one by Liverpool associations, two 
shipbuilders appointed by the Institute of Naval 
Architects, three persons practically acquainted 
with navigation selected by recognized shipmasters’ 
societies, three persons qualified as able-bodied 
seamen selected by recognized seamen’s societies, 
and two persons selected conjointly by the Com¬ 
mittee of Lloyd’s, the Committee of Lloyd’s 
Register, and the Committee of the Institute of 
London Underwriters. It is said in some quarters 
that the Committee is too much made up of ship¬ 
owners, underwriters, builders, and other interested 
persons, and consequently that the inspection of 
vessels is inadequate, and insufficiently stringent 

rules are adopted in the general public interest. 

\ 

Complaints* as to Survey and 
Equipment 

The surtey of ships has been shown in toe 
recent cases to have been of a perfunctory char¬ 
acter, and while certificates are required for officers 
and A.B. seamen (see .Chapter III of this Part), it 
is a matter of complaint that there is no testing of 
seamen before they are engaged, and that ships 
are often sent to sea with a totally inadequate 
equipment of competent men. 

The welfare of our mercantile marine is a matter 
of the highest public interest, affecting the very 
life of the nation, and if these charges are well 
founded it behoves the responsible department to 
act promptly in the large interests of the public 
safety and of those engaged at sea. 

Recent Conflict of Opinion 

The Advisory Committee’s Report (1912, Cd. 
6353) itself differed in one important direction 
from the draft Rules (Cd. 6402) issued just after 
by the Board of Trade, viz. as to the provision of 
boats; the Committee, as well as Lord Mersey’s 
Report regarded lifeboats or life rafts as suf¬ 
ficient, while the Regulations required lifeboats 
for all on board, including "decked lifeboats” but 
not collapsible boats. (See also Chapter V of 
this Bart.) 

It is wortby of note here that the reservations 
of captain G. N. Hampson, one of the members 
of thA Advieory Committee, in the Report of 
the Oomnuttee (1912) contained very serious re¬ 


flections on the present system of control, as 
well as recommendations on important matters 
either not. dealt with in that Report or regarded 
differently by the majority of the Committee. 
After referring to the danger of fire (which can 
only be met by more adequate boat provision) 
he wrote:— 

“ It is even more imperative that there should be effi¬ 
cient and periodical inspection and supervision by officials 
of the Board of Trade who have bad long practical ex¬ 
perience at sea, and thereby possess that knowledge of 
such matters without which any form of inspection or 
supervision of the kind would be valueless. At the 
present time, in most cases, merchant ships proceed to 
sea without any inspection of the kind whatever, and 
it has been proved before the Committee that where the 
life-saving appliances of passenger vessels have been in¬ 
spected, the inspection has been carried on by officials 
who have had no practical experience in these matters. 

“. . . Further, it is obvious that, in all cases, in addi¬ 
tion to her various life-saving appliances, the navigational 
equipment of a ship in the way of charts, compasses, ship's 
logs, leadline, and the*like, should be carefully inspected 
by a Board of Trade surveyor whose seafaring experience 
has been such as to give him expert knowledge of these 
essentials to the safety of a ship and her passengers and 
crew. At present no such inspections are carried on, and 
naturally passengers and crews are constantly exposed to 
the gravest dangers. There is no reason whatever why 
such inspections cannot be carried out, except on the 
ground that the nautical staff of the Board of Trade is 
hopelessly inadequate. This is a serious and dangerous 
admission, which could most easily and effectually be 
remedied. It is urged by the Board of Trade that re¬ 
sponsibility for safety of life at sea uuts not rest so much 
upon them as upon shipowners and shipmasters; but the 
time has arrived when they should most certainly take 
over the first responsibility in this direction, and the pro¬ 
vision of a proper supply of nautical surveyors would then 
be a great protection to merchant shipmasters, who, in so 
many cases, are helpless simply because every item of 
the expense which they may Buggest is brought under 
the close and, ofttimos, unreasonable criticism of their 
employers." 

Captain Hampson urged that cargo vessels 
should receive as much attention as passenger 
vessels. 

“Passenger and cargo vessels alike should be sub¬ 
jected to compulsory surveys periodically, not at the 
hands of classification or other societies, but by Board 
of Trade officials, who should be given the fallest powers 
in this way. Surveys carried out by classification socie¬ 
ties are in no sense adequate, for usually they mean that 
life-saving appliances and such like are never surveyed 
at all. ... If only one life at sea is lost through a pre¬ 
ventable cause, then it is quite sufficient to justify legis¬ 
lation, which would most certainly ensue if similar loss of 
life arose ashore.” 
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Hostility of Shipowners 

On the other hand the new draft regulations 
of the Board of Trade requiring foreign-going 
ships to provide sufficient lifeboat accommodation 
for all on board evoked the warm hostility of the 
shipowners. The Shipowners’ Parliamentary Com¬ 
mittee, claiming to represent nine-tenths of the 
total British tonnage, passed resolutions to the 
following effect:— 

1. That it would be disastrous to the future develop¬ 
ment of tbo Mercantile Marine to attempt any reorganiza¬ 
tion of the Marine Department of the Board of Trade 
with a view of substituting departmental responsibility 
for that of the shipowners in regard to the design, build¬ 
ing, and equipment of vessels. 

2. That any departure from the principle adopted 
unanimously by the Merchant Shipping Advisory Com¬ 
mittee, upon which all the shipping interests were fully 
represented—namely, that “ The stability and seaworthy 
qualities of the vessel itself must be regarded as of prim¬ 
ary importance, and every provision made against possible 
disaster must be subordinated to that primary considera¬ 
tion”—will gravely imperil the safety of life at sea. 

3. That the Draft Life Saving Appliances Rules pre¬ 
sented by the President of the Board (see Chapter V of 
this Part) are a departure of a most serious character 
from that principle, inasmuch as they would, if adopted, 
impose on passenger ships a hard-and-fast lifeboat scale 
based solely on the numbers carried, irrespective of all 
other considerations. 

4. That having regard to the very great advance 
made during the last thirty years towards securing the 
safety of life at sea, and to the fact that such advance 
has resulted directly 4rorn steps taken voluntarily by the 
shipping interests, the unanimous recommendations of 
the representatives of all the shipping interests, as em¬ 
bodied in the report of the Merchant Shipping Advisory 
Committee, under which boat and other efficient buoyant 
apparatus sufficient to accommodate all on board on 
foreign-going passenger ships would bo carried with 
B&fety to the ship, should form the basis of the new 
Life Saving Appliances Rules. 

Objection, it will be noticed, was also taken to 
the proposal that the Board of Trade’s Marine 
Department should be reconstructed and replace 
by its own officials the organizations now re¬ 
sponsible for survey and classification. Mr. T. 
Koyden, President of the Chamber of Shipping, 
said:— 

"To attain the maximum of safety shipowners and 
shipbuilders have worked for years and are still working 
in the closest alliance with the underwriters—an interest 
that has no concern in our profits, but the greatest con¬ 
cern in the safety of our ships and of the cargoes we 
carry. In that alliance we have assisted in developing 
organizations such as Lloyd’s Register, and of recent 
years the British Corporation for the Survey of Ship¬ 


ping by which not only is the keenest watch kept on 
the safety of our ships, but means are also provided for 
obtaining the highest expert advice upon all proposals 
or suggestions for the improvement of their hulls, ma¬ 
chinery, or equipment. These organizations are in con¬ 
stant touch, not only with the shipowners and their 
expert advisers, but also with the shipbuilders and the 
engineers, and they are able to deal with the rapid de¬ 
velopments in shipbuilding science in a manner in which 
no Government Department, hampered as it must bo 
with regulations, could ever hope to deal. They are at 
work, day in and day out, dealing with the problem of 
applying to the best advantage the constantly varying 
means which the naval architect, the shipbuilder, and 
the engineer devise for increasing safety. They do not, 
as Parliament, which has never time to give to the 
thorough investigation of such problems, only face them 
at long intervals and in the light of some exceptional 
disaster.” 

For these reasons he thought that it would be a dis¬ 
aster for Parliament to attempt the reorganization of the 
Marine Department of the Board of Trade, with the 
object of substituting the principle of departmental re¬ 
sponsibility for the general design, building, and equip¬ 
ment of our vessels, for the pripciple of the individual 
responsibility of the shipowner, under which our mercan¬ 
tile marine had grown as that of no other nation had 
grown, and under which safety of life and property at 
sea had increased in such a marked d egret. 

With the general control of the Board of Trade, Mr. 
Royden agreed. The Board should have the fullest 
power to investigate into the nature and causes of any 
accident or damage which a ship had sustained or caused. 
Such powers were necessary to detect not only the rogue 
who was intentionally risking the lives or property of 
others, but also the reckless and careless. The Board 
should have a general power of supervision, through its 
surveyors and officers at every port, over the conditions 
in which vessels are sent to sea. This general power of 
si^wrvision was a police power, and to make it effective it 
was only necessary to have a sufficient number of survey¬ 
ors fully qualifiod to detect and prevent the sending to 
sea of vessels which by reason of defects in the hall, ma¬ 
chinery, or equipment, or by reason of undermanning, or 
by reason of improper loading, were in an nnseawortby 
state. Then the Board should have power to protect the 
seaman against imposition, and to obtain for him the 
conditions which were necessary for his comfort and well- 
being on the voyage. 

The Opinion of Professor Biles 

Professor J. H. Biles, one of the assessors at the 
Titanic Enquiry, and Chairman of the life Saving 
Appliances Committee appointed by the Board of 
Trade, discussed these questions at Glasgow Uni-' 
versity in October, 1912, He said:— 

“ Safety at sea depends primarily 'em safe navigation J 
secondly, on making the ship as safe aa possible against 
the accidents of the sea; and, thirdly, in -the provision 
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of mesas of saving life in the event of the failure of the 
ship to remain a safe place for those on board.” 

Safe navigation, he said, depended on the skill and judg¬ 
ment of the officers and on the faithful performance of 
duty by the crew. With the second and third conditions 
he (as a naval architect) was directly connected. The ship 
must be strong and stable and so constructed that she 
should have a margin of safety sufficient to prevent her 
from having to be abandoned in any conceivable case. 
If we could be eure that we could do this there would be 
no neoeasity to rely upon the third provision for safety of 
life. Bnt it Was not possible for fallible human nature to 
be Bure that We might be completely informed as to 1 all 
posable cases. “ Knowledge grows but wisdom lingers.” 
“With the knowledge we have we are not always wise 
enough to fully profit by it. The shipping community 
is trying to profit by the knowledge acquired by the 
Titanie catastrophe. Let us hope that it will be wise 
enough to profit fully by it.” 

As to the powers of the Board of Trade, Professor 
Biles was in favour of extension, holding it to be 
absolutely necessary that the Board should by its 
own officials have power over the construction of 
ships:— , 

“The Board of Trade is in this position with reference 
to the safety of the ship herself that, as far as subdivision 
is concerned,-it has practically no controlling power upon 
the shipowner. It can, it is true, compel the shipowner 
to give four water-tight bulkheads—a number totally 
useless for safety if any compartment between these 
bulkheads is open to tile sea—but this is all. The 
amount of safety which has been given to ships as re¬ 
gards subdivision has been wholly determined by the 
shipowner. It is not, therefore, surprising that Lord 
Mersey’s Court should have recommended that power 
should be given to the Board of Trade to review the 
designs of ships in their early Btagea and to direct such 
amendments in them as may be necessary and practical tie 
for the safety of life at sea in ships. Shipowners do not 
like thiB suggestion. They wish to be let alone. No doubt 
many are willing to make their ships as safe as they can 
be made. The shipowners, speaking collectively, say that 
the safety of the ship is of primary importance. But who 
is to see on behalf of the passengers that the maximum 
practicable amount of safety is given to the ships ? What is 
to prevent some niggardly shipowner from putting in less 
than the maximum practicable amount! Certainly not 
some equally niggardly shipbuilder, who will occasionally 
in times of severe competition out down the amount of 
subdivision to reduce his price, and thereby secure an 
order in competition with the other shipbuilders who are 
more regardful of the safety of the travelling public. 
Nobody but a Government can effectively fix a standard 
ct safety, and none bnt a trained naval architect can de- 
termine whether a proposed arrangement of subdivision 
does or does not reach that standard. Henoe it is abso¬ 
lutely neoessary for the protection of the travelling public, 
whether shipowners like it or not, that the Board of 
Trade should have soma power to examine the designs 


of the subdivision of ships before it is too late to modify 
details in their construction so as to satisfy themselves 
that the proper standard of safety ia obtained. To do 
this the Board of Trade must have the assistance of 
trained naval architects.” 

The General Control of the Board 

The general control of the Board of Trade over 
merchant shipping is provided for by Part XIV 
of the Act of 1894, supplemented by certain pro¬ 
visions in later Acts. The Board hao full control in 
all matters except revenue. All consular officers, 
officers of Customs abroad, all local marine boards 
and superintendents, are required to make returns 
and reports on any matter relating to British ship¬ 
ping and seamen as the Board may direct, and they 
must produce official logbooks or other documents 
as required. 

Besides the standing Advisory Committee, to 
which reference has been made, the Board ap¬ 
points from time to time special Committees to 
enquire into and report upon the various matters 
that call for investigation or revise regulations, 
e.g. the Bulkheads Committee and> Davits and 
Boats Committee. 

The Board may take, and frequently does take, 
proceedings in the names of any of its officers to 
secure the observance of the law. The Board is 
legally represented on many other occasions. 

Compliance with the Act may also be enforced 
by any officer of the Board of Trade, commissioned 
officer of His Majesty’s ships in full pay, British 
consular officer, Registrar-General of Shipping and 
Seamen or his assistant, any chief officer of Customs 
in His Majesty’s dominions, or any superintendent 

Fees and fines are paid into the Exchequer and 
go to the Consolidated Fund. 

The Board must supply all forms which are pre¬ 
scribed at reasonable prices, and it is an offence to 
forge or fraudulently alter any such form. 

Surveys 

A passenger or emigrant ship, as we have seen 
in Chapter IV of this Part, must pass the initial 
survey of the shipwright and engineer surveyors 
of the Board. A cargo ship is not subjected to 
compulsory survey, although most cargo ships pass 
the survey of the classification societies. 

The Board of Trade appoints, and may remove, 
surveyors of ships and a Surveyor-General in the 
United Kingdom to moke returns to the Board of 
Trade. Surveyors who accept money otherwise 
than as allowed by the Board may be fined. The 
Board may also appoint inspectors to enquire into 
accidents causing damage to ships and into the 
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non-compliance with the law as to sufficiency and 
condition of the hull and machinery of any steam¬ 
ship. Such surveyors and inspectors are authorized 
to go on board any ship, and inspectors may enter 
premises, summon any person to attend, or require 
the production of books and documents. The Board 
may, in its discretion, register private signalling 
codes. 

All ships, cargo as well as passenger, are liable 
to be detained by the officers of the Board of Trade 
on account of defective condition of hull, equip¬ 
ment, or machinery, improper loading, or under¬ 
manning. 

The Board’s Special Authority 

As we have already seen in preceding chapters, 
the Board of Trade is the authority for securing 
observance of the right use of the British flag; 
granting certificates to seamen and engineers; pre¬ 


scribing forms for the engagement of seamen; con¬ 
stituting a special insurance society for seamen 
under the National Insurance Act, 1911; in cer¬ 
tain cases disposing of the effects of dead seamen; 
prescribing the form of the official log to be kept 
by masters; constituting pilotage and lighthouse 
authorities; receiving returns on various matters 
relating to shipping; the settlement of salvage dis¬ 
putes when referred to by the parties; the appoint¬ 
ment of arbitrators in disputes as to wreck, and of 
surveyors of wreck; receiving returns from and 
supervising work at lighthouses; and in connection 
with very many other matters. 

Regulations by the Board of Trade, which are 
issued under Orders in Council, are made with 
regard to collisions, safety of boats and life-saving 
appliances, the marking of load lines, casualties, 
and other matters such as the carriage of wood as 
deck cargo; all these have been commented upon 
elsewhere in this Part. 


LEGAL PROCEEDINGS 


In England the Courts in which actions relat¬ 
ing to shipping are brought are the High Court, 
Admiralty Division, and King’s Bench Division 
(generally in what is known as the “Commer¬ 
cial Court”). Cases involving smaller amounts 
are tried in the County Court. Certain local 
Courts have also jurisdiction. A description of 
the Courts of Justice and general legal pro¬ 
cedure has been given elsewhere (Part III, 
Chapter XXVI). In certain cases leave may be 
obtained to serve process on a defendant who is 
out of the jurisdiction. 

The Admiralty Court 

The Admiralty Court—now the Probate, Divorce, 
and Admiralty Division of the High Court-de¬ 
rived its jurisdiction from the Lord High Admiral, 
exercising the authority of the Crown, and acting 
through a deputy as judge. The law is made up 
of the law and custom of the sea, incorporating 
regulations from certain old codes, and in modem 
years supplemented and amended directly by 
statute. 

In particular the Admiralty Court was given 
jurisdiction over— 

Claims for building, equipping, or repairing any 
ship, if at the time of commencing the action the 
ship, or the proceeds thereof, are under arrest of 
the Court; 

Claims for necessaries supplied to any ship else¬ 
where than in the port to which the ship belongs, 
and claims for damage to cargo imported, unless 


the owner is domiciled in England or Wales; 
and 

Claims for damage done by any ship. 

The Court also decides questions between co¬ 
owners as to ownership or the disposal of the 
ship or division of earnings. (See Chapter II of 
this Part.) * 

Unusual claims for masters’ or seamen’s wages, 
mortgage claims, and actions relating to towage, 
salvage, and collision are tried in this Court. 

In Admiralty the remedy is either against the 
owners personally or by claim upon the ship itself 
—in rem, as it is called. 

*The Maritime Conventions Act, 1911, was passed 
to give effect to the Brussels Convention, 1910, 
and is in operation throughout His Majesty’s do¬ 
minions, except Canada, Australia, New Zealand, 
the Union of South Africa, and Newfoundland. 
Under this Act the jurisdiction of any Court deal¬ 
ing with damages for loss or injuries to ship, cargo, 
or property is extended to cover damages for loss 
of life or personal injuries. 

Actions in respect of damages or loss due to the 
fault of another vessel, to a vessel, or cargo, freight, 
or property, or for loss of life or personal injuries, 
or for salvage services, must be brought within 
two years from the date when the damage was 
caused, or the salvage services were rendered. 
Actions for contribution to damages recovered 
against one vessel for the joint fault of that and 
others must be brought within one year froth pay¬ 
ment ; but the Court having jurisdiction' niay for 
good cause extend the rime. 
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Collision 

Where damage has been sustained through col¬ 
lision owing to the negligence of those in charge of 
a vessel an action may be brought on the ordinary 
grounds. (See Part III, Chapter XXII.) Damage 
may be shown to be due to inevitable accident; 
but the effect of contributory negligence is different 
under the Admiralty law to what it is under the 
ordinary law. Where both vessels are to blame, 
the joint damage is apportioned between the two, 
which may mean a very different thing from gach 
bearing its own loss. Where a barge in tow of a 
tug came into collision with a steamship, owing 
to the fault of the steamship and the tug, the 
owners of the barge, which was not to blame, 
were held entitled to recover the whole of their 
loss from either of the wrongdoers. The barge 
was completely under the control of the tug, but 
was held not to be so “identified” with it as to 
be precluded from recovering (The Devonshire , 
etc., 1912). 

Under the Maritime Conventions Act, 1911, 
where damage or ljss is caused by the fault of 
two or more vessels to one or more of those vessels, 
or to their cargo or freight, or any property on 
board, liability is in proportion to the degree in 
which each vessel is in fault; but if there are 
no circumstances showing degrees of fault, the 
damages are apportioned equally; and a vessel is 
not to be held liable for loss to which her fault 
has not contributed, nor is any liability nor 
any exemption under any contract or general law 
affected by the statute. 

Where loss or personal injuries are suffered by 
any person on board a vessel due to the fault of 
that or any other vessel, or vessels, the liability of 
the various owners is joint and several. • 

Where damages are recovered against one vessel 
more than in proportion to her fault, there is a 
right of contribution against other vessels in fault. 

It has been seen elsewhere (see Chapter V of 
this Part) that where injury takes place without 
the actual fault or privity of the shipowner, he is 
entitled to limit his liability. (See Chapter VI of 
this Part.) 

It is in the Admiralty Court that proceedings 
are taken to obtain a declaration of forfeiture of 
a British ship or the removal of a master when a 
breach of a regulation entailing such a penalty has 
occurred. (See Chapter III of this Part.) 

In claims against the ship it is the last claim 
that ranks first, as it is considered that the last 
advance or service has benefited all the other 
parties interested. The claim for seamen’s wages, 
however, has priority over one on a bottomry 
bond. 


It has been seen elsewhere that daiita for sea- 
men’s wages must generally be brought in a Court 
of Summary Jurisdiction (see Chapter III of this 
Part), which Courts are also entitled to hear dis¬ 
putes as to passengers' contracts. (See Chapter IV 
of this Fart.) 

County Court Jurisdiction 

Certain County Courts specially authorized 
have Admiralty jurisdiction in cases within their 
districts generally when the claim is not over 
£300, or in cases of greater amount by consent. 
Claims for towage or necessaries supplied to a 
ship can be brought in the County Court if not 
over £150. Salvage and similar cases can be heard 
there in any case by consent, where the value of 
the property saved does not exceed £1000, or where 
the amount claimed does not exceed £300. The 
judge sits with an assessor. 

Certain proceedings under the Merchant Ship¬ 
ping Acts may be brought in any County Court, 
or alternatively thg Police Court. 

The Cinque Ports 

The Court of Admiralty of the Cinque Ports 
has jurisdiction there, coextensive with that of 
the High Court. The Commissioners in each of 
the Cinque Ports determine claims to salvage or 
for similar services. Two or more are appointed 
in each port by the Lord Warden. There may 
then be an appeal either to the Cinque Ports 
Admiralty Court or to the High Court. There 
is also an alternative right of appeal from local 
County Courts to the Cinque Ports Admiralty 
Court. 

Other Jurisdictions 

In Scotland Admiralty actions are heard in the 
Court of Session and in the Sheriff Courts. The 
High Court of Justice in Ireland (as an Admiralty 
Court), the Royal Courts of Jersey and Guernsey, 
and the Admiralty Court of the Isle of Man have 
local jurisdiction. 

There are Colonial Courts of Admiralty, with 
appeals to the local Appeal Court and finally to 
the Privy Council. 

Proceedings under the Merchant 
Shipping Acts 

The prosecution of offences under the Merchant 
Shipping Acts is specially provided for by the Act * 
of 1894. Offences may be treated as misdemean¬ 
ours or tried summarily before Justices (the usual 
course). Jurisdiction is.given either where the 
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offence ^ose or where the offender is found. 
Ships tying off the coasts are presumed to be 
within the jurisdiction of the Justices on the ad¬ 
joining land. 

Offences on board ship by British subjects on 
the high seas or in a foreign port, or on a foreign 
ship to which they do not belong, or by persons 
not British subjects on a British ship, may be 
prosecuted whenever the offender is found within 
the jurisdiction of any Court in His Majesty’s 
dominions. 

Offences committed by British seamen at foreign 
ports are within the British Admiralty jurisdiction. 

A foreign ship which in any part of the world 
has caused injury to any British property may, 
whenever found within British territory, be 
arrested. 

If injury is caused in any port of the United 
Kingdom or within the three-mile limit by the 
wrongful act or negligence of any owner, master, 
or crew of any ship, or through the defective con¬ 
dition of the ship or its equipment, a Court may 
direct the detention of the ship until satisfaction 
is rendered or security is given. 

British masters, seamen, or apprentices commit¬ 
ting offences abroad may be taken to the United 
Kingdom or to a British possession for trial. 


[part VI 

In Scotland offences ate prosecuted in the High 
Court, aud if not amounting to felony summarily 
before the Sheriff or the Justices. 

Seamen in British Vessels 

It may be of interest to notice here that, from 
the quinquennial census taken on 3 April, 1911 
(Cd. 6442), 208,214 seamen appear to have been 
then employed in trading vessels and 25,064 in 
fishings vessels, registered in the British Isles. 
During a period of twenty years the number of 
British seamen increased by over 9000, Lascars by 
21,583, and foreign seamen by 4845. 

In more recent years the number of British sea¬ 
men has been rising, there being 4210 more in 1911 
than in 1906. In trading vessels, however, the in¬ 
crease has been in the engineers’ and stewards’ de¬ 
partments, as in five years the increase in sailors 
was 279 only, with a reduction in the foreign sea¬ 
men employed. 

The general decrease in the demand for “sailors” 
is due to the reduction in sailing vessels from 2021 
in 1891 to 247 in 1911. 

There is a slight increase in the supply of 
young British sailors and apprentices in steam 
vessels. 





INTRODUCTION. 


The matters which have been left to be dealt with in the concluding Part of this 
work are really those most essential to business success. No doubt in the old days 
many people “muddled through”, keeping the records of their fewer and less complicated 
transactions in their heads or by some very rough and original methods. Many may 
still achieve a middling success in some businesses without the use of any system of 
bookkeeping that would pass muster with any accountant, or be accepted as a satis¬ 
factory record of the transactions of their businesses by any outsider. For the rest, the 
absence of systematic attention to accounts, or the failure to use a system suitable for 
the particular business carried on, is courting disaster. Such an omission is $n induce¬ 
ment to carelessness in principals and servants, often leads to an entirely false impression 
in the mind of the proprietor as to the true value and trend of his business, and not 
infrequently supplies a loophole for fraud. An account is a record and a check, a record 
which everyone needs to show him the path by which he has come and to guide him in 
the path which he should pursue, a check both on his business and his private expendi¬ 
ture, and on those who work under him, for whom of necessity while he provides 
opportunities for service he must afford means for the dishonest use of those oppor¬ 
tunities. An adequate system of account is to be regarded, therefore, not alone from the 
point of view of one person’s or firm’s advantage, but also as a duty to other proprietors, 
to employees, and to the public generally. * 

But it is possible that the very reliance upon a system of account may prove the 
ruin of a business, may lead to a false security, if the record is imperfect and the system 
not a suitable one for the case; or an over-elaboration in the accounts may not only 
cause a great waste of the time both of principal and staff, but fail to provide an easily 
intelligible summary of the true state of affairs. A system which is so complicated 
that only a professional accountant can understand it will deprive the proprietor of a 
due sense of the responsibility which rests upon him and no one else. The fashion of 
some business people is to rely too much upon accountants’ statements, to await the 
result of a formal investigation, especially when it is known that it cannot reveal any¬ 
thing satisfactory, where they know, or should know, more or less what the position is 
from their own observation and dealings. 

Then, again, in any business into which the holding of stock enters, the true 
valuation of that stock is all-essential to a correct ascertainment of the position of the 
business, and that is a figure which it is not for the accountant to supply. Many cases 
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in which a balance sheet has been impugned have turned upon stock valuation. Where < 
the principals have defaulted and it is useless to sue them, it has been sought sometimes 
to cast liability upon the auditor for negligence, a course which has not been successful 
unless there have been suspicious circumstances which the auditor ought to have noticed. 
The primary responsibility for a man's business and statements in regard to it must test' 
upon him, and it is ridiculous for a man, or the directors of a company, to attempt to cast 
upon an accountant the'responsibility for values or for the continuance of a business 
of which the career is obviously hopeless. 

The object of the chapters which follow io not only to urge the importance of the 
keeping of accounts—that is hardly necessary—but the keeping of accounts upon 
approved methods and under conditions which will satisfy the personal demands of the 
proprietor and also the just claims of the business community. It is pointed out 
that although our law, unlike the law of some European countries, does not make the 
keeping of business records compulsory, yet that under certain statutes the person who 
has neglected this precaution is penalized, or is placed at a disadvantage, especially 
when he gets into difficulties. The requirements of the Companies Acts which, at an 
early stage in the inception of modem joint-stock companies, provided that accounts 
should Ira kept for the information of shareholders and the public, have been greatly 
strengthened with the growth of this form of trading. Familiarity with such methods of 
accounting by companies, through the participation in their proceedings in some way or 
other of most business men, has caused the voluntary adoption of similar forms of 
account in private businesses. Professional reports and investigations have become 
common, and the production of certified balance sheets for a lengthy period has been 
demanded by the prudent as a preliminary to any negotiation. 

This change in business requirements, together with the legal necessity for the 
appointment of an auditor to every limited company, and the circulation and the filing 
at Somerset Houso in the case of public companies of accounts which often only a 
professional accountant could prepare, has* been responsible for the rapid rise and 
advance to a leading place amongst the professions of the accountant and auditor. Those 
with the definite professional training and diploma have gradually displaced the casual 
and amateur auditors, who once acted in the more or less efficient discharge of duties to 
such companies, societies, institutions, and authorities, where some sort of audit was con¬ 
sidered necessary. But this is not yet entirely so, for while the profession has secured 
charters and recognized status, and control over and power to protect its own members, it 
has not yet been able to prohibit the practising of those not so certified, as in the case of 
law and medicine. This professional standpoint has been considered in Part I. The 
profession has established itself in the public estimation, and those who have occasion to 
employ accountants are not slow to demand the full qualification. The accountant is 
charged with duties of the highest responsibility, often of a quasi-judicial character, 
being appointed by the Court as receiver under partnership, company* or bankruptcy 
petitions, as well as by debenture holders, shareholders, and others on voluntary resolu¬ 
tion. 
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While the duties of auditors are so responsible, auditors are not to be held liable 
for the faults of others, the negligence or fraud of principals, directors, or agents, the 
discovery of which wrongdoing has not clearly been within the auditor’s duties. Sir 
William Plender, one of the distinguished leaders of the profession upon whom an 
v hdpour has been conferred, was quick to disclaim this responsibility. In his Presidential 
Address to the Institute of Chartered Accountants he said: “Auditors are in no way 
concerned with the policy of a company. That is the directors’ responsibility solely. 
Nor is the auditor concerned in the volume of business a company does, whether it is 
over-trading, whether its working capital is insufficient, whether it is carrying on opera¬ 
tions on too extensive a scale in countries where credit is bad and economic conditions 
are unfavourable.” Sir William Plender might have added the words of Lord Justice 
Lopes in the well-known case of In re Kingston Cotton Mills (1896), “An auditor is not 
bound to be a detective, or ... to approach his work with ^suspicion, or with a fore¬ 
gone conclusion that there is something wrong. He is a watchdog but not a blood¬ 
hound.” 

The precise duty of an auditor must, however, depend upon the circumstances of the 
case, and it is safe to say that much more is expected of him 4han used to be the case, 
and still more wiH be expected in the future. 

In the first chapter of this Part Accountancy has been treated in its general prin¬ 
ciples and practice, a chapter which will be found to contain matters of interest and 
profit to everyone engaged in any form of business. In subsequent chapters points of 
detail have been more fully treated and special subjects attacked. Many of these 
subjects cannot be fully understood without some knowledge of the law and the practice 
of the Courts—proof of the technical as well as all-round equipment of the accountant. 
So far as this book is concerned the legal treatment in general has been provided in 
Part III. Some of the principles expounded in this Part require a brief statement of 
the law, which has been given, but the general legal matter may be consulted by 
reference elsewhere. Methods of Balancing Accounts are discussed in Chapter II. The 
important distinction between Capital and Revenue, a subject which intrudes itself 
elsewhere, falls to Chapter III. The preparation of Balance Sheets, their detailed 
accuracy and correct understanding by those interested, forms the subject of Chapter IV. 
The Accounts of Limited Companies, which both from their nature and the repuirements 
of law must be kept on an extent and in a manner specially provided, have receive^ 
separate treatment. Similarly, special conditions obtain in regard to accounts-‘required 
in cases of Insolvency and Bankruptcy, and separate treatment is therefore accorded to 
them. 

Reserve and Reserve Funds, the Double Account System, the Falsification of 
Accounts, Investigations and Reports for various purposes, are subjects dealt with in 
other chapters. The requirements of the law and the custom of Inland Revenue officials 
in regard to Income Tax have been stated in an earlier Part, but they make a special 
form of account highly desirable, and from this point of view the principles have been 
discussed here and specimen forms and returns given. 
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Consideration of the special accounts required in connection with Partnerships, 
Executorships, and Receiverships, might have occupied much more space than the 
chapter which can here be allowed, and another chapter which might be almost in¬ 
definitely extended is that devoted to Accounts Applicable to Various Businesses. Here 
Branch, Departmental, and Agency Accounts, Tabular Accounts, Cost Accounts, Hire' 
Purchase Accounts, Stocks and Stores Accounts, call for as full consideration as the 
limits of space can afford. 

The subject of Municipal Finance, with its forms of account and system of audit, 
is of great public concern, affecting the pocket of every ratepayer. But it is one of 
technical difficulty, and it is doubtful if the ratepayer, any more than the shareholder in 
the case of companies’ accounts, is really set to understand it It is hoped that the 
outline here given by an expert whose public duties give him the charge of the accounts 
of one of our leading cities will be found useful from all points of view. 

The concluding chapter deals with the General Principles of Audit in commercial 
businesses, and the Duties and Responsibilities of Auditors. 
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INTRODUCTORY 


Ships ore a very special class of property. Owner¬ 
ship of a ship does not pass by delivery, and the 
purchaser of a foreign ship may find himself sub¬ 
ject to foreign law. Under British law ships are 
persflbal property. Property is acquired either by 
construction, purchase, or capture as lawful prize. 
By payment of instalments ownership may vest 
in the employer during construction, and the 
terms of the building contract will provide for 
this. Builders have a possessory lien on the ship 
for payments due to them. In the absence of 
agreement before registration ownership is pre¬ 
sumed to be in the builder. Construction has 
been already dealt with in Chapter I of this 
Part. # The circumstances under whiclf a ship 
may become prize is part of international law. 
Capture can only take place during war, anQ for 
an effective transfer the ship must subsequently 
be condemned as a prize by a competent Court 
in a port of the belligerent State. (See Part III, 
Chapter XXVII) 

The conditions under which property may pass 
by purchased dealt with later on. The Merchant 
Shipping Act* 1894, the longest of all the statutes 
of the realm, is divided into fourteen parts, which 
deal with the various aspects of shipping, and is 
referred to in this wad other chapters as “the 


Act”. There are* also amending Acts and Regu¬ 
lations made under the Acts. 

The owners of a British ship jure usually part 
owners, as tenants in common, not partners, al¬ 
though there may be joint ownership in a par¬ 
ticular share or shares. 

The employment of the ship is decided upon by 
a majority of the owners, but if a minority dissent 
their interests are protected. They are saued 
from any liability in the venture, and are entitled 
to a bond for the v|lue or return of the ship. The 
Admiralty Court has power to sdttle disputes be¬ 
tween part owners, and may direct a ship to be 
sold, even on the application of minority owners. 

A British ship must be owned wholly by quali¬ 
fied persons, namely, either natural-born British 
subjects or those made so by naturalization or by 
denization, or corporate bodies with their principal 
place of business in the British Dominions. If an 
alien becomes entitled to any interest* the ship 
loses its certificate. 

Provision is made for guardians or committees 
to act for persons interested in a ship who are 
under incapacity. 

A beneficial owner, other than a mortgagee, is 
liable as well as the registered owner to pecuniary 
penalties imposed by the Acts. * 


REGISTRATION 


Suhjeet jfcb certain? exceptions, every British 

|| *21 not he nwg 
A fotnia -41ie 

ttoprd of those' 


• 

vessels entitled to use the British flag. Any 
British ship not registered may be detained; but 
ships not exceeding J6 tons burden, employed 
solely ^navigation on the rivers or coasts of the 
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United Kingdom or within some British possessibo 
where the managing owners are resident, and ships 
not exceeding 30 tons burden and not having a 
whole or fixed deck, employed solely in fishing or 
trading coastwise on the shores of Newfoundland, 
in the Gulf of St Lawrence, or on the bordering 
Canadian coasts, are exempt from registry. 

Registrars ate constituted at the various ports: 
in the United Kingdom they are the chief officers 
of Customs; in other places the governor, the port 
officer, or other official Every registrar most 
keep a register book and duly make entries. 

The property in the ship is divided into 04 
shares, and not more than 64 owners are to be 
registered at the same time, though not more 
than five people may be registered as joint owners 
of a shift and are then considered as constituting 
one person. A corporation may be registered as 
owner. 

Beneficial title may exist apart from registra¬ 
tion, but no notice of trust is entered upon the 
register. As between the immediate parties a 
trust may be enforced or protected. 

Survey 

Before registry, every British ship is surveyed 
by a surveyor of ships and her tonnage ascer¬ 
tained. (See p. 6 and Chapter IV of this Part.) 
The surveyor grants a certificate, which must be 
delivered to the registrar before registry. 

Marks * 

Every ship before registry must be marked per¬ 
manently and conspicuously to the satisfaction of 
the Board of Trade, with her name on each of her 
bows, and the name and port of registry on her 
stem in the required letters; her official number 
and number denoting registered tonnage must be 
cut on her main beam, and a scale of feet denot¬ 
ing her draught of water on each side of her stem 
and on her stem post in letters of the required 

The Board of Trade may exempt certain ships 
from these requirements, and fishing boats are 
subject to special conditions. (See Chapter IV 
of this Part.) Penalties are imposed for inac¬ 
curacies, alterations, obliterations, Ac. 


entitled to any interest In addition, on the first 
registry of a ship, evidence is required as to 
various matters, ‘including the builders’ certificate 
of a British-built ship; and the same of a foreign 
ship unless the time and place of her building are 
declared to be unknown or a builders’ certificate 
cannot be procured, when a bill of sale must be 
produced; and in the case of a ship condemned, 
an official copy of the condemnation is required. 

Particulars Registered 

The registrar enters in the register book par¬ 
ticulars of the name of the ship and port to which 
she belongs, the details in the surveyor’s certificate, 
particulars respecting the origin of the ship, and 
the name and description of her registered owner 
or owners, and the proportion in which they share. 
The registrar retains the documents in his pos¬ 
session. 

Certificate of Registry 

On completion of the registry the registrar 
grants a certificate of registry, whfth must only 
be used for the lawful navigation of the Bhip, and 
must not be detained from the person entitled. 
The improper use of the certificate is a misde¬ 
meanour, and subjects the ship to forfeiture. * 

A new certificate can be granted, under certain 
conditions, on the delivery np of the old one, or in 
the event of its loss or destruction. 

Change of master or ownership must be endorsed 
on the certificate. The certificate of a shipwhich 
is lost or captured or ceases to be British-owned 
must be delivered up to the registrar. Every 
owner ihust give notice of such Ices or change to 
the registrar, and the registry in his book'isthen 
closdi, except as to unsatisfied mortgages. 

Provisional certificates ore issued by consular 
officers for ships becoming British-owned abroad; 
and temporary passes in lieu of certificates are 
issued under special circumstances. 

In case of doubt as to theregiatrationof a ship, 
a Commissioner of Customs may direct a registrar 
to require evidence of its title to be registered as 
a British ship, and if satisfactory evidence ia 'not 
forthcoming the ship may be forfeited. 


Declaration of Ownership 

• Before registration, a declaration is required 
to be made and signed as to ownership, giving 
particulars of qualification to own, conditions 
ai building, name of the master, ami holding of 
Mints, and stating that no unqualified person if 


Alterations 


Alterations in a ship in respect of tonnage and 
description must be registered in accordance with 
tire regulations, or a ship may tie Greeted to be 
regfirtered;,1u»Mr... 'Default lh w-mgtoteriirgsab- 
jects the rfrkwg*. 

of ownership the rtg&trar may regiaterthe ship 






»ne%,,Th* registry <4 mg ship may be trans- 
ferr$ frpp* pae port to another. 

enen^^faeiwfw^^Wnma not 

cannot bo re*i«fi^)Meclitott| after wuveyand being 

certified as seaworthy, 

* : Registration Abroad 

Wherethere teBritish jurisdiction at any foreign 
port, that pOrt n^ ie declarOd by Oroer in Coun¬ 
cil a port of registry Ip British possessions the 
Governor*, qpcupies the place of the Commissioners 
of Customs, and may approve a port for the 
registry of ships, 


Return* by Registrar 


Registrars in the United Kingdom are required 
to make monthly returns, and every other registrar 
periodical returns, to the Regular-General 0 f 
Shipping and Seamen of all registries, transfen, 
transmissions, mortgages, and other dealings, and 
the names of persons concerned and other par¬ 
ticulars, as required. On 1 February and X August 
every registrar in the United Kingdom must fur¬ 
nish a list of all ships mastered at their ports, 
and of those registrations which have been trans¬ 
ferred or cancelled since the last return. 

Forgery of material documents is a felony, aud 
making a false declaration before the registrar a 
misdemeanour. 


TRANSFER OF A SHIP 


A registered ship or any share in it can pnly 
be transferred by bill of sale, otherwise the sole 
of a ship is subject to the ordinary conditions as 
in the case of sale of goods. The bill of sale must 
contain the description of the ship as in the sur¬ 
veyor’s certificate or some other sufficient descrip¬ 
tion to the satisfaction of the registrar, and must 
be in the statutory form. (See Form 1, p. 9.) No 
s»irap is required. 

Where a transfer takes place, the transferee to 
be entitled as registered owner must sign a declara¬ 
tion of transfer, containing a statement of his 
qualification to own a British ship, and a declara¬ 
tion that to the best of his knowledge and belief 
no unqualified person is entitled as owner to any 
legal or beneficial interest Theduly executed bill of 
sale must be produced to the registrar otthe port 
of registry with the declaration, and he thereupon 
enters up the transfer and endorses the bill of sale. 


Where property in a ship, or a share in it, is 
transmitted by the marriage, death, or bankruptcy 
of the registered owner, or by other lawful 
other than transfer, a declaration of transmission 
must be made with the required proof. If a per¬ 
son who succeeds is not qualified to own a British 
ship, a sale may be prescribed by the Court and 
the proceeds paid to the persons entitled. On the 
application of an interested person the Court may 
prohibit for a time any dealing with a ship or 
share. 

It will be observed from the form of a bilf of 
sale (p. 9) that with the ship is transferred 
“her boats, guns,*ammunition,^small arms, and 
appurtenances”. 

Under certain circumstances a British ship is 
liable to forfeiture, e.g. if the owner is not British, 
or if an illegal use is made of the certificate or flag, 
Certain other offences are noticed hereafter. 


MORTGAGES 


A mortgage of a ship must be in the form p 
scribed by the Act. (See Form 2, p. ll.) 
ordeit to secure priority mortgages must be rej 
terad, and are recorded in order of products 
and entries are also made of the discharge of 1 
mortgage? Mortgages are entitled to priority i 
cording to the dated! record and not of the me 
gafft but ts* between the immediate parties regist 
tiou (a not eompuleory to validate the mortgage 
The morteaceo knot treated as owner. 

t. A-l__ 


JIM, # 


J D 0886 BfiKH] 

learned. A mortgage 

4 ‘,tsnl«teth«ynfi 
> witk aship 


inconsistent with the sufficiency of the mortgagee’s 
security he can take possession, although there is 
no actual default on the mortgagor’s part. Bis 
security is not affected by the bankruptcy of the 
owner. 

A mortgage may be transferred in4he form pre¬ 
scribed by the Act, and the interest of the mort¬ 
gagee may pass on death, or bankruptcy, or by 
other lawful means, when duly authenticated by 
a declaration. . 

; Certificates of Mortgage anti Sale 

It may often happen that a rate or charge upon 
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a ship is effected away from the port of registry. Such a certificate must contain a statement 
A registered owner who desires to deal with the of the particulars required to be entered in the 
ship out of the country in which the port of register book, and an enumeration of any regis- 
registry is may obtain from the registrar a cer- tered mortgages or certificates affecting the ship, 
tificate of mortgage or sale which enables someone Buies are prescribed as to the method in which 
else to act for the owner. The owner must first the certificate of mortgage*may be exercised and 
state to the registrar certain particulars, including as to the effect it will have, Buies are also pre- 
the name of the person by whom the power is to scribed with regard to certificates of sale, vfjiicli 
be exercised, the maximum amount of a mortgage must be of the entire ship. In the case of loss of 
charge or minimum price at which a sale is to be the certificate of mortgage or sale, the registrar, 
made, if fixed, the place where the power is to be with the sanction of the Commissioners of Customs, 
exercised or a declaration that it may be exercised may issue a new certificate or direct entries in the 
anywhere, and the limit of time during which the register book. A certificate may be revoked by 
power is to be in force. the owner giving notice in writing to the registrar. 

NAME AND NATIONALITY 

Name to forfeiture, and in the latter case the master is 

guilty of a misdemeanour. The interest of an 
The ship must always be described by its regis- unqualified person in a British ship is subject to 
tered name. Any change requires the permission forfeiture. 

of the Board of Trade, and must be duly made in The red ensign usually worn by merchant ships 
the register book, the ship’s certificate, and on the is the projier national colour for all ships and 

ship’s bows and stern. Tlie Board of Trade may boats belonging to any British subject, except His 

refuse a name already in use or one calculated to Majesty’s ships or boats or others' allowed by 
deceive. the Admiralty. The carrying of improper colors 

is subject to a fine not exceeding £600. 

National Character and Flag A British ship must hoist, the national colours, 

on a signal from one of His Majesty’s ships, on 
Before a clearance or transire of any ship is entering or leaving any foreign port; and if of 

granted by the Customs, the master must declare 50 tons gross tonnage or upwards, on entering or 

the name of the nation to which she belongs. A leaving any British jiort. In default the master 
ship attempting to proceed tq sea without such is liable to a penalty of £100. This does not apply 
clearance may b£ detained, to fishing boats. 

A.ship unduly assuming the British flag is liable Forfeiture proceedings may be taken by any 
to forfeiture, and a British ship concealing its naval or military officers, officers of Customs, and 
character or assuming a foreign character is liable Consulaf officers. 

MEASUREMENT AND TONNAGE 

Before registration, the tonnage of every ship tices; space used exclusively for the working of 
must be ascertained. the helm, capstan, or anchor gear, or keeping 

Buies are provided by the Act for the measure- charts, signals, Ac.; space occupied by donkey 
ment of a ship and tonnage (secs. 77-87 and engine and boiler if connected with main pumps; 
Schedule II). Allowance is made for engine-room space adapted (other than a double bottom) for 
space, and deductions are mado from the measure- water ballast; and in the case of a sailing ship 

ment of the tonnage in respect of space for the storage space for sails, and for certain special 

accommodation of master, seamen, and appren- cases. 

MARITIME LIEN 

Maritime lien has been recognized by the laws necessaries; there must be an express agreement, 

of most nations. In some cases foreign law gives But a statutory Hen has been given in the case of 

a lien on the ship for debts contracted by the master’s and seamen’s wages, salvage, and damages 
master for necessaries. There is not under British due to collision. (See also Chapters III, V, and 
law an implied lien on the ship for repairs and VIII of this Part.) 
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THE EMPLOYMENT OF THE SHIP 


The owners themselves, although as we have 
seen the majority have a deciding voice, are often 
not engaged actually in employing the ship. That 
may be in the hands of a part owner, managing 
owngr or ship's husband (as he is called), or other 
agent. In the case of a shipping company it is of 


course in the hands of the directors and managers. 

The owners of a general ship are liable as com¬ 
mon carriers (see Part V, Chapter V) to the cargo 
owners, and to strangers for damage caused to 
the ship see Chapter VI, as to passengers see 
Chapter IV of this Part. 


SHIP’S AGENTS 


In connection with shipping special forms of 
agency arise, although in the absence of agree¬ 
ment or established custom the ordinary rules of 
principal and agent apply, as stated in Part III, 
Chapter II. In days gone by a much wider lati¬ 
tude was necessarily allowed to agents for a ship 
than to other classes of agents, in consequence of 
the difficulty of communicating with their prin¬ 
cipals, who might be in another part of the world, 
separated from them by weeks or months. But 
ocean cables have changed all this, and it is prob¬ 
able that thAe are few cases in which a master 
or other shipping agent is called upon to act from 
necessity because he cannot take the immediate 
instructions of his owners. 

The principal classes of agents are the managing 
owner, appointed by and acting for the other 
owners of the ship, or the ship’s husband, the 
broker, and the master. 

Managing Owner 

A managing owner is usually appointed by the 
owners as general agent for the employment of 
the shi^>. The name and address of the managing 
owner of every ship registered at a port iti the 
United Kingdom must be registered at the Custom 
House of that port; or if there is no managing 
owner, then the name of the ship’s husband or 
other person to whom the management is en¬ 
trusted must be registered, and he is under the 
same obligations as a managing owner. The 
penalty for default is £100. 

The duties of a managing owner include the 
arrangements as to the employment, equipment, 
and repair of the ship, and payment of the ship’s 
accounts, the engagement of the crew, and gene¬ 
rally as to navigation, loading and discharge of 
the ship, which latter operations are, of course, 
carried out by those specially responsible. A man¬ 
aging owner should be appointed under written 
terms clearly setting out what his authority is, 
but in the absence of any such authority he can 
pledge his co-owners’ credit for necessary repairs 


where he cannot consult them. He would have 
to show very special circumstances to bind them 
by a loan which he had contracted. Unless he has 
express instructions to the contrary, a managing 
owner has power to enter into a charter with 
its necessary incidents, but he cannot vary or 
cancel a charter which has already been entered 
into. He cannot assign the whole freight to secure 
advances made to him. 

• 

Ship’s Husband 

A ship’s husband is a confidential agent ap¬ 
pointed by the owners with duties similar to those 
of a managing owner. He is usually a part owner. 

Brokers 

• 

Ship brokers are engaged either in the sale of 
ships or in securing freight. They may be spe¬ 
cially engaged to act in connection with a certain 
charter or voyage, or may be the general brokers 
for a ship or shipping line; the terms of engage¬ 
ment in every case being clearly laid down. 
Brokers are generally remunerated by commis¬ 
sion. Brokers employed for loading have the 
duty of collecting the freight, entering and clear¬ 
ing the ship, and dealing with Customs where a 
ship is not chartered. Where the whole of the 
ship’s cargo is not provided for, it is the duty • 
of the brokers to advertise for cargo and arrange 
the terms, issue bills of lading, <kc. 

Insurance Brokers 

Insurance brokers are agents fow negotiating 
the insurance of ships and adjustment of claims. 
They have a lien on the policy for the premium 
and their commission. (See also Chapter IX of 
this Part.) 

The Master 

The master as mariner is considered elsewhere 
(see Chapter III of this Part), but as agent of 
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the shipowners, and in certain cases of the cargo 
owners, he has very important functions. The 
master is appointed by the majority of the owners, 
with due regard to the general interest and re¬ 
quirements. He must give his full time and atten¬ 
tion, and make no profits beyond those agreed—a 
possible exception is that by long usage known 
as primage. This is a small percentage or other 
gratuity payable by the freighter to the master, 
unless the latter has agreed that it shall be pay¬ 
able to the owners. 

The master contracts as agent for the owners, 
but he is also personally liable on his own con¬ 
tract. It is not usual for the master to enter into 
a charter party, but if he is in a foreign port and 
cannot communicate with his owners, an act done 
without any suspicion of fraud would bind the 
owners. His contract, if the assent of the owners 
were given, will be binding when made elsewhere. 
He binds the owners by his contracts for repairs 
and necessaries, having an implied authority to 
pledge their credit for these purposes; but his 
authority to borrow money for Qther purposes of 
the ship is very limited if the owner has an agent 
at the port or near. Generally a master can only 
pledge the owners’ credit when his necessity is 
very great and he has no opportunity of com¬ 
municating with them, and then only for neces¬ 
saries. 

The master has little authority when the ship 
is in port, and he will generally find his instruc¬ 
tions awaiting him on arrival at a port. Before 
arrival he could not enter into an advance agree¬ 
ment by writing nor has he Lny power to vary 
a charter. He can only do things necessary for 
the carrying of it out. He has authority to sign 
bills of lading for goods actually received, prvnva 
fade as agent of the registered owner, and even 
on change of ownership till suspended. He should 
not sign the bill of lading in his own name, for 
that would make him personally liable. (See 
also Chapter VI of this Part.) 

On the voyage a master has duties both as agent 
for the owner of the ship and the owners of the 
cargo, and to a certain extent he has power to 
bind both. Where he is not specially directed to 
the contrary, he sometimes has an agency arising 
from necessity when called upon to act in special 
circumstances and he cannot obtain instructions 
from his owner. He can then do what a prudent 
man would do under the circumstances who was 
acting in good faith. He has no right to deal 
with the cargo otherwise than in accordance with 
the terms of the contract, without making every 
effort to communicate with the owners. His ordi¬ 
nary duty is to take care of the goods and adopt 
every reasonable means for preventing their loss 


or damage, so that they may be delivered in due 
course. But, in the case of perishable goods, if 
they are in danger of loss and cannot be stored, 
or have been damaged so that to carry them to 
their destination would be impossible or useless 
and the only prudent cdurse is to dispose of 
them, he may sell them in whole or part. Extreme 
caution must then be exercised. In the fame 
way, if the vessel is hindered by obstacles which 
cannot be overcome, he may be justified in tran¬ 
shipping tlje goods to another vessel. 

Bottomry and Respondentia 

Under exceptional circumstances, when the 
voyage cannot otherwise be completed and it is 
the only possible course to take, the master may 
raise money on the ship, or if the owner’s credit is 
exhausted he may raise money on the cargo, either 
by sale of part or by a loan on the security of the 
cargo. His duty to the cargo overrides that to 
the ship, and he must only resort to the cargo for 
the purpose of raising money when the shipowner’s 
credit is exhausted. 

A master under necessity, and wlftn he cannot 
communicate with the owners, may borrow on the 
security of the ship by bottomry bond , engaging 
on behalf of the owners for the repayment of 
principal and interest if the ship shall arrive s£fe 
at the port of destination. By a contract of 
respondentia a loan is secured on the cargo which 
is or has been laden. Both of these contracts 
differ from loans made on mere personal security, 
which are repayable in any event. The bond 
need not be in any particular form. It will 
mention the necessity for the loan and contain an 
undertaking to complete the voyage, binding the 
master, his representatives, and goods, afid'the 
ship, tackle, <kc., and freight, to repay the amount 
advanced with the agreed interest within so many 
days after arrival. It will generally provide that 
if the ship does not not arrive the loan and in¬ 
terest shall not be recoverable. 

A respondentia bond (contracted for the benefit 
of the cargo) will charge the cargo in a similar 
way. 

It is necessary that the master, if possible, 
should communicate with his owners, or cargo 
owners, as the case may be, and he must be 
acting under necessity and unable to raise money 
on his personal credit. It is therefore the duty of 
the lender to make enquiry and satisfy himself 
that the advance is sought bona fids and under 
stress of circumstances. In any case the bond 
must be conditional on the m aritime risk; 
is, the money is only payable if the ship or the 
cargo on which it is secured arrives safely. It is 
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the law of the ship’s flag which governs the 
master’s contract. 

Jettison 

Under stress of circuibstances the master has 
also authority to jettison the whole or part of 
1 the c%rgo, in such a case acting as agent for 
the cargo owner, and nnder the necessity of 
the circumstances taking the only prudent course. 
He may choose among the cargo w^at shall 
be sacrificed. If there was no necessity to 
sacrifice the cargo, he would be held to have 
acted as agent for the shipowner, who would be 
liable for his acts and answerable for the loss to 


the cargo owner. (See also Chapter VI of this 
Part) 

It is also the master’s duty to collect the general 
average contribution, or to retain the cargo until 
the amount i8 paid or tendered or secured, and he 
must furnish all cargo owners with accounts and 
particulars necessary for the average adjustment 
(See also Chapter IX of this Part.) 

Substituted Master 

A substituted master, if properly appointed to 
act in default of the master, may do what a master 
would be justified in doing under the circum¬ 
stances. 


FORMS 

Form i : Bill of Sale 


Official Number. 

Name of Ship. 

Number^ Date, and Port of Registry. 





Number, Bate, and Port of previous Registry (if any). 


Whether British or 
Foreign built. 

Whether a Sailing or 8team 
Ship; and If a 

Steam Ship, how propelled. 

Where built 

When built. 

Name and Address of Builders. 

% 






No. qf Decks 

No. of leasts 
Rigged ... 
Stem 

Build 

Galleries ... 

Head . 

Framework and 
description of 

vessel. 

No. of Bulkheads 

No. of Water-bal¬ 
last Tanks and 
their capacity 
in tons 

Length from forepart of Stem, under the bowsprit, to the 

aft side of the Head of the Stern-post. 

LengSh at quarter of depth from top of weather deck at 

aide amidships to bottom of keel . 

Mainbreadth to outside of Plank . 

Depth in Hold from Tonnage Deck to Ceiling at Midships 
Depth in Hold from Upper Deck to Ceiling at Midships 

in the case of three Decks and upwards . 

Depth from top of Beam amidships to top of Keel 

Depth from top of Deck at side amidships to bottom of 

Keel. 

Round of Beam ... . 

Length of Engine Room, if any . 

Feet. 

Tenths. 


PARTICULARS OP DISPLACEMENT 


Total to quarter the depth from weather deck at side 
amidships to bottom of keel ... ..tons. 


Ditto per inch immersion at same depth 


... tons. 
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PARTICULARS OF ENGINES (if ant) 


No. of 
Engine*. 

Description. 

Whether British 
or 

Foreign made. 

When 

made. 

Name and 
Address 
of Makers. 

No. of and 
Diameter of 
Cylinders. 

Length 

Stroke. 

N. H. P., 

I. H. P., 
Speed of Ship. 


Engines. 


Engines. 

Engines. 





Boilers. 

Number . 

Iron or Steel 

Pressure when loaded 


Boilers. 

Boilers. 





PARTICULARS OF TONNAGE 


Gross Tonnage. 

No. of 
Tons 

Deductions Allowed. 

No. of 
Tons. 

Under Tonnage Deck . 

Closed-in Spaces above the Tonnage Deck, if any: 

Space or Spaces between Deck. 

Poop . t . 

Forecastle . 

Roundhouse . 

Other Closed-in Spaces, Spaces for Machinery, 
Light and Air, if any . 


On account of Space required for Propelling 

Power. 

On account of Spaces occupied by Seamen or 
Apprentices, and appropriated to their use, 
and certified under the regulations scheduled 
to this Act. These Spaces are th^ follow¬ 
ing, viz.:— 

On account of space used exclusively for accom¬ 
modation of master, for the working of the 
helm, the capBtan, and the anchor gear, or for 
keeping the charts, signals, and other instru¬ 
ments of navigation, and boatswain’s stores, 
and for space occupied by donkey engine and 
boiler, and in case of sailing ships for space 
used for storage of sails . 




Cubic Metres. 



Gtobs Tonnage t . 

Seductions as per Contra 




■ 

Registered Tonnage . 



Total Deductions ... 

■ 


.^. in consideration 

of the sum of. >aid to ).by. 

the receipt whereof is hereby acknowledged, transfer.shares in the ship above 

particularly described, and in her boats, guns, ammunition, small arms, and appurtenances, 

to the said. 

Further J.the said.f or §... 

.heirs covenant with the said. . 

an d II.assigns, that IT.have power to transfer in manner aforesaid the 

premises hereinbefore expressed to be transferred, and that the same are free from incum¬ 
brances **... . 

In witness whereof. ha.hereunto subscribed.name. 

and affixed «■,.seal this.day of.One thousand nine 

hundred and. 


Executed by the above-named 
in the presence of. 


} 




*"I" or“we." 

t "Me"or“us." 

i “I”or “we." 

I “Myself and my" or 
“ourselves and our 

II “His," “her," or 
“their." 

If "I” or “we." 

** If there be any sub¬ 
sisting Mortgage, or out¬ 
standing Certificate of 
Mortgage, add “save as 
“ appears by the Brglstry 
“of the said Ship". 

Not*.-A Purchaser of 
a Registered British Vessel 
does not obtain a complete 
title until the Bill of Sale 
has been recorded at the 
Port of Registry of the 
Ship; and neglect of this 
precaution may entail 
serious consequences. 
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« Form s: Mortgage of Ship 

[Insert description of ship and particulars as in Bill of Safe] 


TO SECURE PRINCIPAL SUM AND INTEREST 


.the undersigned.in consideration 

of.this day lent to {&).by.. 

do hereby for («).and ( d ).heirs, covenant with the said. 

.firstly That (*).o*( d ).heirs, executors, or administrators, 

will pay to the said.the said sum of. 

together with interest thereon at the rate of.per cent per annum on the. 

day of ( f ).next; and secondly, that if the said principal sum is not paid on 

the said day (*).or ( d ).heirs, executors, or administrators, will, during 

such time as the same or any part thereof remains unpaid, pay to the said. 

...interest on the whole or such part thereof as may for the time 

being remain unpaid, at the rate of .per cent per annum, by equal half-yearly 

payments on the.day of.and.day of. 

in every year; and for better securing to the said.the repayment 

in manner aforesaid of the said principal sum and interest (“). hereby mortgage to 

the said.shares, of which ( e ) ...the Owner 

.in the Ship above particularly described, and in her boats, guns, 

ammunition, small arms, and appurtenances. Lastly, (*).for ( c ).and ( d ). 

heirs, covenant wjfh the said.and.assigns that 

(»).ha.power to mortgage in manner aforesaid the above-mentioned shares, 

and tljat the same are free from incumbrances {»). 

In witness whereof (»).ha.hereto subscribed ( <l ).name. 

and affixed ( d ).seal.this.day of.One thousand 

nine Hundred and. 


Executed by the above-named 
in the presence of. 


} 
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“I" or “we" 
"Me "or “us" 


(') “Myself ’’ or “our¬ 
selves." 


“My" or “ 
"Iam"or 


our.” 

“ we are 


*» 


(■) Insert the day fixed 
for payment of principal 
as above. 


(«) If any prior incum¬ 
brance add, “sate as ap- 
“ pears by the Registry of 
“ the said Slop 

NOTH.—The prompt re¬ 
gistration of a Mortgage 
I)eed at the Port of Regis¬ 
try of the Ship is essential 
to the security of the Mort¬ 
gagee, as a Mortgage takes 
its priority from the date 
of production for registry, 
not from the date of the in¬ 
strument 




















































CHAPTER III 


MASTER AND SEAMEN 


Master and Officers—Seamen—The Official Log—Administrative Bodies—The Merchant Service as a Career 

MASTER AND OFFICERS 


The master as agent of the owners has already 
been considered. It now becomes necessary to 
consider his qualifications as master mariner, his 
command and navigation of the ship, and control 
of the crew arid all those on board. It is obvious 
that special qualifications, apart from the certifi¬ 
cate which the law demands, are needed from 
one in a position, not only of great trust, but 
demanding powers of application throughout the 
jvhole engagement and of the utmost resolution 
and courage in the event of emergency. These 
qualifications are required in only a slightly less 
degree in all the other officers of the ship, from 
the first mate downwards. The appointment of 
the master, as we have seen, is with the majority 
of the owners. On a sudden vacancy the first 
mate succeeds for the time. 

The duties of the master to his owners are first 
and always to secure the safety of the ship, to 
avoid injury and to undertake repairs when neces¬ 
sary, and repel all attacks upon her from within 
or without. He must take a pilot on board when 
required (see Chapter V of this Part), and he 
must observe other requirements of the law, as, 
for example, the keeping of the log (see p. 17). 

The master’s authority on board extends over 
the crew and passengers. Ho may be dismissed 
by the Conors under his agreement or for vio¬ 
lation of it. A master may also be removed, or 
his competency enquired into by the Court, and 
his certificate may be suspended or cancelled by 
the Board of Trade, or by a Wreck Commissioner 
after a casualty. (See Chapter V of this Part.) 

A master for his wages and disbursements has 
his claim against the owners and also a lien on 
the ship. His claim for wages comes after that 


of the seamen and before any other claims, unless 
he has made himself personally liable. 

The Merchant Shipping Act describes the stan¬ 
dard of qualification as follows• 

Every British foreign - going ship, and every 
British home-trade passenger ship, when gdrog to 
sea from any place in the United Kingdom, and 
every foreign steamship carrying passenger! be¬ 
tween places in the United Kingdom, must be 
provided with duly certificated officers. In any 
case there must be a duly certificated master, and, 
if the ship is of 100 tons or upwards, at least one 
additional officer holding a certificate not lower 
than that of mate in the case of a home-trade pas¬ 
senger ship, second mate in the case of a foreign-, 
going,sailing ship of not more than 200 tons, or 
only mate in the case of any other foreigil-going 
ship. If the ship is a foreign-going ship and 
carries more than one mate, there must be at 
least a first and second mate duly certificated; 
and if the ship is a foreign-going steamship of 
100 nominal h.p. or upwards, at least two engineers, 
one first class and the other first or second class, 
duly certificated. Such a ship of less than 100 
nominal h.p., or a sea-going home-trade passenger 
steamship, must have at least one first- or second- 
class engineer duly certificated. It is in practice 
quite common for mates to hold masters’certificates. 

If any person having been engaged as officer 
goes to sea without being duly certificated, or 
employs an uncertificated person as officer, he is 
liable to a penalty of £50. 

“Foreign-going ship” includes every ship em¬ 
ployed in trading or going between some place or 
places in the United Kingdom and places beyond 
the limits, that is, the coasts of the United King- 
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dom, the Channel Islands, and Isle of Man, and 
the continent of Europe between the River Elbe 
and Brest inclusive. 

“Home-trade ship” includes every ship em¬ 
ployed in trading or goiyg within the limits of 
the United Kingdom, the Channel Islands, and 
Tale of Man, and the continent of Europe between 
the Riuer Elbe and Brest inclusive. 

Training and Certificates 

Certificates of competency are granted in the 
following grades:— 

Master of a foreign-going ship; first mate of a 
foreign-going ship; second mate of a foreign-going 
ship; only mate of a foreign-going ship; master of 
a home-trade passenger ship; mate of a home- 
trade passenger ship; first-class engineer; second- 
class engineer. 

An extra-master’s certificate is the highest. 
The certificate for a foreign-going passenger ship 


is of higher grade than the certificate for a home- 
trade ship, and entitles the holder to go to sea 
in the corresponding capacity in the home-trade 
ship, but the converse does not hold. For the 
purpose of granting certificates examinations are 
usually held by the local Marine Boards at their 
respective ports, under rules made by the Board 
of Trade. For granting certificates to engineers, 
however, the examinations are held as the Board 
of Trade directs. Certain naval officers are en¬ 
titled to certificates without examination. 

Certificates are in duplicate, one part being de¬ 
livered to the person entitled and the other pre¬ 
served by the Registrar-General or other person 
appointed. 

Provisions are made for the granting of certifi¬ 
cates in the Colonies. Certificates of competency 
must be produced to the authorities. Forgery of, 
and false representation as to, and fraudulent use 
of certificates are misdemeanours. (See further 
as to Training and Certificates, pp. 18, sqq.). 


SEAMEN 


Apprenticeship 

Special provisions are contained in the Act re¬ 
lating to apprenticeship of boys to the sea service, 
and of pauper boys by Boards of Guardians and 
others. The indenture of apprenticeship must be 
executed in duplicate, is exempt from stamp duty, 
and must be recorded by the Registrar-General. 
The master of a foreign-going ship must produce 
the apprentice to the superintendent before whom 
*the crew are engaged before sailing from the 
Unitec} Kingdom. • 

Licences to Supply Seamen 

In order to secure that fair treatment shall 
always be given to merchant seamen it has been 
provided that their engagement shall take place 
before a public official, and that persons who act as 
agents for the procuring of crews shall be licensed. 

Licences may be granted to such persons by the 
Board of Trade to engage or supply seamen or 
apprentices for merchant ships in the United 
Kingdom. Penalties are imposed for acting with¬ 
out a licence. No remuneration other than the 
authorized fees can be demanded or received by 
the person from the seamen or apprentices for 
finding employment 

Engagement of Seamen 

The master of every slap* exoept those of less 


than 80 tons registered tonnage, exclusively em¬ 
ployed in trading between different ports of the 
United Kingdom, must enter into an agreement 
with every member of the crew, as required by 
the Act. There is also an implied term in the 
agreement or “ship’s articles” that all reasonably 
means have been taken to ensure the seaworthi¬ 
ness of the ship for the voyage. This cannot 
be affected by any Agreement to • the contrary. 
Carrying any seaman to sea without an agree¬ 
ment subjects the master of a foreign-going ship, 
and the master or owner of a home-trade ship, 
to a fine of £5. The agreement must be in the 
form approved by the Board of Trade, and must 
be dated at the time of the first signature, and 
first signed by the master and then by the sea¬ 
man. It must contain particulars of the nature 
and probable duration of the voyage or engage¬ 
ment, or the maximum period of the voyage or 
engagement, and the places to which it extends; 
number and description of the crew, specifying 
how many are engaged as sailors; time at which 
each seaman is to be on board or begin work, and 
the capacity in which he is to serve; wage* of each 
seaman; scale of provisions; regulations as to con¬ 
duct on board; fines, <fcc., as approved by the 
Board of Trade. The agreement must be framed 
so as to admit of stipulations respecting the ad¬ 
vance and allotment of wages. 

The agreement with the crew made in the 
United Kingdom, in the case of foreign-going 
ships, must be signed by each seaman in the 
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presence of, and attested by, a superintendent of 
a Mercantile Marine Office, after it has been, read 
and explained. One part of the duplicate agree¬ 
ment must be retained by the superintendent and 
the other delivered to the master. There may 
be agreements for the voyage and running agree¬ 
ments. A seaman must not be engaged in the 
British Isles, or any port between the Elbe and 
Brest, who does not know sufficient English to 
understand the necessary orders. Provision is 
also made for the engagement of substitutes, and 
for the endorsement of running agreements on 
return to port. 

As regards homc-trado ships, the agreement 
may be made either for service in a particular 
ship or in two or more ships belonging to the same 
owner, the names of the ships and the nature of 
the service being specified. If the crew are not 
engaged before a superintendent the master, or 
the owner in the case of service in two or more 
ships, before the ship puts to sea or as soon 
after as possible, must cause the agreement to 
be read and explained to each seaman before he 
signs. There is a restriction as to the time of 
service in the case of ships of more than 80 tons 
burden. * 

Changes in the crew of foreign-going ships must 
be notified to the nearest superintendent by the 
master. 

After the due execution of the agreements for 
the crew a certificate is granted to the master 
lay the superintendent, and he must produce it 
to the officer of Customs before proceeding to 

sea. f , *■ 

As a definite statement of the intended voyage 

must be given in the agreement, deviation from 
the course laid down, unless within a qualified 
alternative, will relieve the seamen from their 
agreement, and so when the agreed time is ex¬ 
ceeded. In a similar way, if the number of hands 
is reduced to an unreasonable crew, the agreement 
is invalidated. 

The master of a foreign-going ship must within 
forty-eight hours after arrival at a final port of 
destination in the United Kingdom, or upon the 
discharge of the crew, deliver his agreement with 
the crew to the superintendent and obtain a cer¬ 
tificate of that delivery; otherwise the Customs 
will not*£lcar the ship inwards. Failure to de¬ 
liver the agreement without a reasonable cause is 
an offence. 

The master or owner of a home-trade ship of 
more than 80 tons burden must within twenty- 
* one days after 30 June and 31 December deliver 
to the superintendent every agreement with the 
crew made within the six months preceding, and 
obtain a certificate. The ship will be detained 


unless the certificate is produced, and non-com¬ 
pliance without a reasonablS cause is an offence. 

A copy of every agreement must be accessible to 
the crew. Punishments are provided for forgery 
and falsification. Alterations when made must 
be witnessed. Seamen are not bound in any 
proceedings to produce the original agreement. 

Seamen abroad are engaged before arBritisn 
Consular officer or superintendent or officer of 
Customs. 

Special provisions apply to agreements with 
lascars, and stipulate for their return to the East 

Rating and Discharge of Seamen 

A seaman is not entitled to the rating of A.B. 
unless he has served at sea for three years before 
the mast, but the employment of fishermen in 
registered decked fishing vessels only counts as 
sea service up to the period of two years of that 
employment. The rating of A.B. is only granted 
after at least one year’s sea service in a trading 
vessel, in addition to two or more years’ service 
on such fishing vessels. Service is proved by cer¬ 
tificates of discharge or of servift issued by the 
Registrar-General or in other satisfactory .ways. 
(See also page 21.) 

A seaman serving in a British foreign-going 
ship, discharged in the United Kingdom on the 
termination of his engagement, must be discharged 
in the presence of a superintendent A certifi¬ 
cate of discharge must be given to the seaman by 
the master, specifying length of service, and the 
master must return his certificate of competency 
to every certificated officer. The master must 
make and sign a report of the character, conduct,, 
and qualifications of the seaman discharged before 
a superintendent, or make a statement that he 
deftlincs to give any opinion. Making a false re¬ 
port or forged certificate is a misdemeanour. 

Payment of Wages 

When a seaman is discharged before a super¬ 
intendent in the United Kingdom, he must gene¬ 
rally receive his wages through or in the presence 
of the superintendent. The master must deliver 
a wages account. Deductions are only allowed 
which have been duly entered in a book during 
the voyage. In the case of a foreign-going ship, 
except where seamen have agreed to be wholly 
compensated by share of profits, provisions are 
made as to the time of payments on account and 
final settlements; and other provisions in the case 
of hone-trade ships; and for the settlement of 
disputes by a superintendent where the amount 
docs not exceed £5, or otherwise by agreement. 
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Advance and Allotment of Wages 

Stipulations may be made in the required agree¬ 
ment for the advance of wages, Mid for the allot¬ 
ment of a seaman’s wages, in accordance with 

regulations. 

Stipulations as to the allotment of any part of 
«i seaipan’s wages during his absence for the benefit 
of relatives or to be paid into savings banks must 
be inserted in the agreement. Allotment notes 
must be in the approved form. 

Facilities are given for remitting seameifs wages 
by money order issued by superintendents, and 
seamen’s savings banks may be maintained by the 
Board of Trade. 

Right to Wages 

A seaman’s right to wages and provisions begins 
when he commences work, or at the time speci¬ 
fied in the agreement for the commencement or 
his presence on board. Wages accrue monthly. 
A seaman has a lien on the ship for earnings. 
He cannot forfeit it or abandon his right to sal¬ 
vage} by agreement. The right to wages does not 
depend on earning a freight; but a seaman who 
does not, in case of wreck or loss of the ship, exert 
himself to the utmost loses his claim to wages. 

Where service abruptly terminates through 
wreck or loss of the ship or a seaman being left 
on shore for unfitness or inability, he is entitled 
to wages to the time of such termination. When 
on a voyage to New York the ship had to put 
back for repairs in consequence of a collision just 
after leaving Southampton and the certificate was 
suspended for two months this was held to be 
* “a wreck”. Seamen were only entitled to jvages 
to the'time they were discharged on the vessel 
going back to Southampton {The Olyrapic (1918)). 

Wages do not accrue during refusal to work or 
imprisonment, and are forfeited by desertion, 
quitting the ship before time, or misconduct, or if 
illness is caused by the seaman’s own default; and 
a seaman’s wages may be forfeited to meet a fine 
incurred by the ship through his desertion. For¬ 
feiture of wages may, however, be waived by a 
master taking the seaman on again. 

A seaman improperly discharged is entitled to 
compensation. 

Wages due or accruing due to a seaman or 
apprentice are not subject to attachment or 
arrestment from any Court or to assignment or 
sale. 

A seaman or apprentice, or a person on his be¬ 
half duly authorized by him, may sue for wages 
not exceeding £50 in a Court of Su mma ry Juris¬ 
diction. Proceedings must not be instituted in 


any ^jiperior Court, unless the owner of the ship 
is bankrupt or the ship is under arrest or sold 
by the authority of the Court, or a Court of Sum¬ 
mary Jurisdiction refers the claim, or where 
neither owner nor master resides within twenty 
miles of the place where the seaman or apprentice 
is discharged. 

Where the engagement is to terminate in the 
United Kingdom, a seaman cannot sue in any 
Court abroad, unless he is discharged with the 
required sanction or consent of the master, or 
proves ill-usage such as to warrant reasonable 
apprehension of danger to his life on board. In 
such cases of misconduct or default of the master 
or owner, the seaman may recover compensation 
in addition to wages. 

The Court has power in any dispute between 
owner or master and seaman or apprentice to 
rescind the contract on terms. 

Property of Seamen 

The property of seaman or apprentice who has 
died on the voyage is to be taken charge of by the 
master and the particulars duly entered in the log 
book. His effects may be sold by auction at the 
mast or otherwise. 

The master must report the death at the nearest 
port to the British Consular officer or officer of 
Customs, giving such account as is required of the 
seaman’s property. Property of a deceased sea¬ 
man left abroad but not on board the ship if 
taken in charge by the chief officer of Customs 
for a British possession, or British (^onsular officer 
at any other place. These officials have similar 
powers of disposition. 

The Act also provides for the recovery of wages 
or property of seamen lost with their ship or 
dying at home, and for disposal by the Board 
of Trade, subject to any valid will made by the 
seaman. A seaman actually at sea may dispose 
of his personal property by word of mouth; but 
as to money or effects in the hands of the Board 
of Trade, a written instrument made in the pre¬ 
sence of and witnessed by the master or first or 
only mate, if on board, or by two official witnesses 
if on land, is required. (As to Wills, see Part III, 
Chapter XIII.) 

Creditors cannot claim payment of ti^jr debts 
out of a deceased seaman’s property if they accrued 
more than three years before the death or if demand 
is not made within two years after death. The 
Board of Trade may, after six years, if no claim is 
madn to any deceased seaman’s property, devote it 
to the Exchequer. 

Poor-law relief of seamen’s families may be 
charged on a certain proportion of their wages. 
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Destitute Seamen 

Penalties are incurred if masters of ships leave 
Asiatic or African seamen in distress in the United 
Kingdom, and provisions are made for the relief 
of destitute lascars, and generally governing the 
discharge of seamen in foreign countries and their 
repatriation. Penalties are imposed for forcing 
seamen on shore or leaving them behind. 

Distressed Seamen 

The Merchant Shipping Act, 1906, contains pro¬ 
visions for dealing with the wages and effects of 
seamen of a British ship left behind out of the 
British Islands. International agreements are in 
force with certain foreign countries for mutual 
assistance to distressed seamen. The master must 
not discharge a seaman at any place out of the 
United Kingdom, except at a port in the country 
where he was shipped, without the sanction of the 
proper authority, and seamen must be repatriated 
on termination of their servic^at a foreign port. 

In certain cases masters can be compelled to 
take home distressed seamen, and expenses of relief 
may be recovered from the ship; otherwise the ex¬ 
penses are paid out of public moneys. 

Compensation for Accidents 

The Workmen’s Compensation Act, 1906, ex¬ 
pended the rights of “workmen” to seamen, in¬ 
cluding masters and apprentices injured in the sea 
service and seg, fishing servitfc, and pilots. 

Seamen must be workmen within the Act- - 
that is, persons employed in earning not more 
than £250 a year or working manually, Ac. (See 
generally Part III, Chapter X.) They must be¬ 
long to the crew of a ship registered in the United 
Kingdom, or one owned or managed in the United 
Kingdom, and not to the crew of a profit-sharing 
fishing vessel. The Act has special provisions for 
■the service of notices, making of claims and pay¬ 
ments, and amount of compensation. Otherwise, 
the conditions as to compensation for injuries or 
death are the same as in the case of other work¬ 
men. Death must be proved to have been due to 
accident. 

Health Insurance 

The National Insurance Act, 1911, contains 
special provisions as to masters, seamen, and ap¬ 
prentices to the sea service and sea fishing service. 
As the Merchant Shipping Acts provide that sea¬ 
men engaged in the foreign trade (not the home 
trade and coasting trade) must when ill be main¬ 
tained and medically treated and paid full wages 


by the owner, seamen do not require, when on 
active service, the medical; sickness, or disable¬ 
ment benefits which are general under the Act. 
The employed and employers’ contributions are 
each reduced by Id, a week, and every four weekly 
contributions paid in *any calendar year count 
as five. Seamen are entitled to the maternity 
benefit and sanatorium benefit at all tiiqps, andF 
while at home to the medical, sickness, and dis¬ 
ablement benefits. In addition, they are entitled 
to Long Service pensions. It is the duty of 
the Board of Trade to form under the Act the 
Seamen’s National Insurance Society, which was 
designed to cover the special interests of masters 
and seamen, but not to the exclusion of other 
Societies. In the home and coasting trade the 
ordinary provisions of the Act apply. 

Foreign seamen are not insured, but in order 
that there shall be no preference, employers’ con¬ 
tributions are payable in respect of them, and 
enure to the benefit of British Seamen. 

Volunteering for Royal Navy 

Seamen may leave the ship to volunteer for the 
Royal Navy, a stipulation in an agreement that 
they shall not do so being void and an offence. 

Provisions, Health, and Accommo¬ 
dation 

The Act enables a crew to make a complaint as 
to the supply of provisions and water to officers 
of H.M. ships, Consular officers, superintendents, 
and others. Compensation to seamen may be 
ordered in the case of short or bad provisions. # , 

Thq Merchant Shipping Act, 1906(First Schedule), 
provides a statutory scale of provisions* which is 
implied in agreements with the crew, and which 
may be varied by Order in Council. The master 
may be fined for failure. An inspector may in¬ 
spect any provisions or water intended for the 
crow of any British ship, and detain the ship if he 
finds a deficiency. Where possible, inspection must 
take place before the provisions or waterare shipped. 
Penalties may be imposed upon the master. 

Every British foreign-going ship of 1000 tons 
and upwards gross tonnage must be provided 
with a duly certificated cook. 

The Board of Trade regulations as to medicines, 
medical stores, anti-scorbutics, &c., must be ob¬ 
served. The medical inspector of the port inspects 
to see if the required medicines are provided. 

The medical inspection of seamen is provided 
for. The provisions, and water for the crew of 
ships trading from the United Kingdom through 
the Suez Canal or round the Cape of Good Hope 
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or Cape Horn are inspected according to regula¬ 
tions. • 

The expense of medical attendance of seamen, 
not due to the seaman’s own fault, is to be borne 
by the owner. Every foreign-going ship with one 
hundred persons or more *n board must carry a 
duly qualified medical practitioner. 

Accommodation for Seamen 

The accommodation for seamen in a British ship 
must be not less than 120 cubic feet, 15 superficial 
feet, and otherwise in accordance with the regula¬ 
tions. 

A master must give facilities to a seaman who 
has expressed his wish to make a complaint to the 
authorities either at once or on arrival in port. 

Protection of Seamen 

In addition to the protection of their wages and 
property, seamen arc protected from imposition 
from the fact that an assignment or sale prior to 
its accrual of salvage payable to them is invalid. 
No debt above fije shillings is recoverable till the 
conclusion of service. Other provisions protect 


them and their property from fraud or duress, 
or ovdtcharges by lodging-house keepers. 

Discipline 

The ordinary rules for good conduct on board 
ship must be observed by seamen, and punish¬ 
ment for their breach may be awarded. In the 
case of the more serious offences provisions are 
contained in the Act. Master, seamen, or appren¬ 
tices for misconduct endangering life or the ship, 
for desertion or absence without leave, and for 
other offences against discipline, damaging ships, 
embezzling stores, or smuggling, are punishable. 
Penalties are also imposed on stowaways or de¬ 
serters from other ships. 

Fraudulent or criminal acts of the master or 
crew against the owners are punishable by the 
criminal law. 

Barratry is a breach of duty with criminal or 
fraudulent intent endangering the ship, as by 
running ashore or engaging in smuggling without 
the knowledge of the owners. 

Wilful destructiorf or damage to the ship or any 
part, and failure to resist enemies, are other uu- 
usual offences. 


THE OFFICIAL LOG 


An official log must be kept in every ship, ex¬ 
cept in ships exclusively trading between ports on 
the Scottish coast, in the form approved by the 
Board of Trade. Every entry must be signed by 
the master and by the mate or some other of the 
% crew, in the case of illness by the surgeon, and in 
the case of wages by the seaman or officer autho¬ 
rized. Entries must be made in the log book of 
every conviction of a member of the crew, with tjie 
punishment inflicted, and of every offence which 
it is intended to prosecute or which is punished 
on board. There must also be entered a state¬ 
ment of the conduct, character, and qualification 
of each of the crew, or of any illness or injury 
happening to the crew, or any marriage taking 


place on board; the name of every member or ap¬ 
prentice who ceases to Ire a member of the crew.* 
Various other entries must be made with regard 
to wages and property, as well as an entry as to 
every collision, and any other mattefs directed to 
be entered. A fine is imposed for failure to keep 
the log book, or for destroying or mutilating or 
rendering illegible any entry. Log books must 
Ire delivered to the superintendent of Mercantile 
Marine within forty-eight hours of a foreign-going 
ship’s arrival at her final port of destination in 
the United Kingdom, and in the case of a transfer 
of a ship or her loss must be sent home. Log 
books of home-trade ships must be transmitted 
half-yearly. 


ADMINISTRATIVE BODIES 


Local Marine Boards 

These Boards, for carrying the Act into effect 
under the superintendence of the Board of 
Trade, are set up at various ports and other 
places in the United Kingdom, and must report 
and make returns to the Board of Trade as 
required. 

▼oi. VIL 


Mercantile Marine Offices* 

A Mercantile Marine Office, with the necessary 
staff, is maintained at every port in the United 
Kingdom where there is a local Marine Board, or 
may be established otherwise as the Board of 
Trade directs. Superintendents of Mercantile 
Marine Offices, as we have seen, must afford 
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facilities for engaging seamen by keeping regis¬ 
ters, must superintend and facilitate their engage¬ 
ment and discharge, facilitate apprenticeships, and 
perform other duties relating to seamen, without 
taking any remuneration. 

General Register and Record Office 
of Seamen 

The General Register and Record Office of Sea¬ 
men is maintained in London at Tower Hill, E., 
by the Board of Trade, under the control of the 
Registrar-General of Shipping and Seamen and 
his staff, who keep the register of all persons who 
serve in ships subject to the Act. The informa¬ 


tion must be forwarded by the masters of foreign- 
going ships and home-trade ships as required. 
Returns of births and deaths in British ships and 
of transfers or losses must be made by masters, and 
are forwarded to the Registrar-General of Births 
and Deaths. 

Voluntary Societies 

It is well known that a number of voluntary 
and philanthropic societies for the benefit of 
merchSnt seamen exist, and that sailors’ insti¬ 
tutes, clubs, homes, and rests are maintained in 
most ports. Local authorities in ports may grant 
sites for sailors’ homes. 


THE MERCHANT SERVICE AS A CAREER 


Whatever may have been the case in the past 
there is no denying that the opportunities of 
obtaining a competence in the executive branch 
afloat are not very great no>y. The conditions of 
employment afloat have altered so much within 
the last quarter of a century, that it cannot be 
said that the merchant, service affords many op¬ 
portunities for a satisfactory and well-paid career, 
though what constitutes this is a matter of com¬ 
parison and opinion. The introduction of the 
electric telegraph, and the very general adoption 
of the steamship for commercial purposes, have 
c tended to cut. down the emoluments of captains, 
officers, and men. Before it was possible to ob¬ 
tain communication between almost any two ports 
by means of ^he telegraph, much had to be left to 
the discretion of the ship’s captain, who was not 
only the chief navigating officer but also the 
owner’s agent, and on his business ability and 
the arrangements he was able to make depended 
very largely the success of the voyage. In the 
days when those conditions prevailed, freights were 
much higher than they are now, and a ship often 
paid for herself in two or three voyages. Com¬ 
petition, though keen in respect to the number 
of vessels, was confined to vessels of moderate 
dimensions, mostly sailing ships of le3s than a 
thousand tons net register, but it had not then 
led to the extraordinarily poor freights which 
have grevailed on most trade routes in recent 
years. At one time the practice existed of per¬ 
mitting a certain amount of space to be utilized 
by the master, mates, and crew for trading on 
their own account, and the lowness of wages to 
the lower grades was compensated for by the gain 
resulting from this personal trading. This custom, 
thanks to time-tables for sailings, large steamships, 
keen competition, and the steady growth of the 


competition of foreign shipping, has long since 
died out. Now, the whole management of the 
adventure—to use the old term—is done at the 
offices ashore, and the ship, as a carrier of goods, 
has to keep to the time-table, while captain, 
officers, engineers, and crew are paid salaries 
which are calculated to the day. 

As to the advisability of adopting seafaring as 
an occupation, much depends upon temperament, 
which indeed probably plays a more important 
part in this connection than in the case of most 
other professions. Unless a man has the seafaring 
instinct, the call of the sea, in him, he will never 
make a really successful sailor either as navigator 
or seaman, though he may by dint of perseverance 
attain to the command of a steamer or sailing 
ship. Without the necessary temperament he wil^, 
protjpbly consider a life at sea to be little else than 
ill-paid drudgery, but other circumstaneerf have to 
b» considered in deciding whether a satisfactory 
career is possible for the man who goes to sea. 
The great drawback is the precariousness of the 
employment. 

Training 

Although this is the age of steamships, four 
years’ training in a sailing ship is considered 
necessary for those who intend to become officers. 
Any youth who thinks of going to sea should 
make his first voyage as an apprentice in a long- 
voyage sailing ship; he will either be disillusioned 
as to the romance of seafaring, or confirmed in his 
choice. To be a sailor, one must have more than 
the average physical robustness, and be possessed 
of a cheerful indifference to all kinds of incon¬ 
venience. The training is hard, expensive, and 
difficult for a landsman to understand, and it 
cannot be judged except by those who have 
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gone through it; but it must be admitted that 
when the circumstances of the training are taken 
into consideration, the acquisition of the knowledge 
necessary for the attainment of certificated rank 
is not beyond the mental capabilities of any youth 
of ordinary intelligence and average perseverance, 
hi the matter of training and examinations all fare 
alike theory, whether rich or poor; but in the 
actual sea training itself the possession of means, 
arul subsequently of influence, will enable the in¬ 
tending officer to secure advantages which*cannot 
fall to the lot of those who are less favourably 
situated. Mr. T. H. Devitt, of Messrs. Devitt <fe 
Moore, owners of the sea-going sailing ships Port 
.Inchon and Medway, each of which takes a large 
number of cadets, stated in a recent interview 
that a point which is especially insisted upon is 
that the training of a marine officer should be 
an active sailing - ship training. Even if a boy 
is “going into steam”, a previous sailing-ship 
toundation and instruction are invaluable to him. 
Having learned to depend upon weather and the 
manipulation of his own sails, ho has acquired a 
resourcefulness and an instinctive command of 
the element on which he is manoeuvring. There 
is no difficulty in finding suitable boys’ ships when 
they have gained their second mate’s certificates. 
The gjeat shipping lines see that it pays them to 
keep close to a standard source of officers, so to 
speak, and a short time ago some of the larger 
lines agreed to give the boys trained on this firm’s 
ships a kind of option in their steamships. The 
difficulty that was created by some firms only con¬ 
senting to extend this so-called option to those 
who should become possessed of masters’ cer¬ 
tificates was overcome by other firms agreeing to 
take boys after their training on these staling 
ships, without prejudice to the boys’ future career 
upon the big lines when fully qualified. That* a 
great number who try seafaring do not like it 
sufficiently well to make it their calling, even 
after experiencing the favoured conditions of 
these ships, is shown by the fact that only about 
31 per cent of them become second mates. 

Conditions 

No youth wishing to go to sea to become a 
navigating officer can obtain a certificate of com¬ 
petency under any circumstances until he has 
passed the sight and colour test as laid down by 
the Board of Trade. The seagoing cadet ships 
and the better-class stationary training ships which 
cater for boys intending to become officers will not 
receive any youth who cannot pass this test as a 
preliminary. Any boy wishing to go to sea to be¬ 
come a navigating officer should pass the sight 


test attone of the local Marine Board offices before 
he signs his indentures as an apprentice. Some 
owners unfortunately do not insist upon this 
being done. If a boy is colour blind, or his sight 
is defective in other ways, he will not be allowed 
to enter for his second mate’s certificate at the 
expiration of his four years’ Bea training, and it is 
better he should find this out at once than after 
spending four years at sea in preparing for an 
occupation in which he cannot possibly succeed. 
Failure means that he will never rise higher than 
the grade of a deck hand or A.B. if he persist in 
going to sea. The other branches of seafaring 
open to him are those of the marine engineer, the 
steward, and the cook. The superior training 
ships are restricted to those who can pay their 
fees, and their pupils naturally are, as a rule, of 
better social standing than those boys who are 
apprenticed in the ordinary way. Having passed 
the sight test and his examinations, if a youth is of 
good social manners and an agreeable personality, 
and has influential friends, he may find the way 
of promotion rendered comparatively easy, other 
things being taken into account, for all such ad¬ 
vantages will be useless if he is nqt thoroughly 
comjKitent in the discharge of his duties. The 
most influential friends cannot keep the duffer 
in command of a ship when once he has proved 
his incompetence or his unsuitability for the posi¬ 
tion. It may be taken as a general rule that 
every boy who receives the regular training of* 
the Conway or Worcester, and chooses to go to 
sea, has excellent facilities for doing so. These 
vessels also train specially for adnfission to the 
college at Osborne with a view to entering the 
Navy. The Worcester pays special attention to 
the qualifications required of those who wish to 
enter the Indian pilot service, which is one of 
the best-paid branches of the mercantile marine, 
and is consequently much sought after. Both 
these vessels also have arrangements with the 
chief steamship companies for placing the youths 
on the steamships as apprentices or as super¬ 
numerary or junior officers upon completion of 
the term of apprenticeship on a sailing vessel. 
Two years on a recognized river training ship and 
three years at sea, or four years at sea if there has 
not been the preliminary training, must be spent 
before the sight test is again undergon#*and a 
second mate’s examination can be entered for. 

Apprenticeship 

Most owners, whether of sail or steam, taking 
apprentices who have not had a first training in¬ 
sist upon the sight test as a preliminary. Some 
owners charge a premium for every apprentice and 
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pay it back in wages, some being generou^y dis¬ 
posed in this respect and others the reverse. Some 
charge no premium and pay very little as wages, 
while others take no premium and pay what must 
be considered good wages under the circumstances. 
Some give a bonus to those who complete their 
indentures, in addition to wages, and others pay 
a bonus without giving wages, or, at best, only 
a nominal sum per month or per voyage. The 
premiums vary in amount from nothing to £100. 
The particulars of these charges by the different 
firms can be obtained from the Board of Trade 
or the Government printers who issue a list of 
those owners of both sail and steam who take 
apprentices, and the conditions imposed. In ad¬ 
dition to the premium or deposit, as the case may 
be, the expense of the outfit has to be met, which 
for the first voyage is seldom under £15 to £20 
for an ordinary apprentice, and can only be done 
at that figure if he happen to have a good stock 
of clothes by him. To this must lie added the 
cost of such books and nautical instruments as 
the owner of the vessel may consider necessary, 
or the captain, if it is in the contract that he is 
to teach the poy both navigation and seamanship. 
It should lie insisted upon that both subjects 
should be included in the contract if the boy is to 
get the greatest benefit possible from his four years’ 
training. The instruments and books may last a 
lifetime, and may often be bought secondhand, 
obut clothes at sea are a very variable quantity, 
and there will be considerable renewals after every 
voyage. Thus for four years the apprentice lias 
to be found by his friends'or relatives in clothes, 
books, nautical instruments, and generally in 
pocket money, though the little he will receive 
from the owner may sometimes cover the last 
item. At the expiry of the four years he may 
or may not receive the bonus or return of premium, 
this depending on his agreement, as a set-off to 
the expense already incurred. He will probably 
have to spend a few weeks under a coach to be 
prepared for his second mate's examination, the 
fees for which tuition range from a minimum of a 
guinea, and his keep ashore has to be met. Then 
there are the fees for his examination, but these 
do not amount to a large sum. During the four 
years at sea the owner has to find him in food and 
accommodation of a sort. In the fir3t year he is 
probably costing the owner more than he is worth. 
In the second year he may be of some value to the 1 
owner, and in the third and fourth he is probably 
a profitable investment so far as the owner is con¬ 
cerned. In some sailing vessels he may be given 
the honorary position of third mate for his fourth 
year, and this usually carries with it the privilege of t 
having his food in the saloon. The expense to his [ 


relatives for the four years is not likely to be less 
than £50; it has been done'for that, but the cost is 
generally more. Against^ this must be set the fact 
that for about nine months out of every twelve he 
has been fed and housed, but has been earning 
little or nothing. 

Certificates 

After securing his second mate’s certificate, lie 
may lopk out for a position on board a ship in the 
capacity in which he is now entitled to serve. He 
may ship at anything from £4 to £8 per month, 
food included; but the pay and engagement only 
last for the voyage, or from such time before it 
starts as his services may be required on board, 
for sometimes the mates have to superintend the 
loading of the cargo, and have to be on the ship 
two or three weeks before she sails. 

The examination for second mate is designed to 
bo a somewhat stiff test of his fitness for his pro¬ 
fession. The minimum age is seventeen years. A 
dictation of not less than fifteen minutes’ duration 
is imposed to ascertain that he can write a good 
legible hand and spell correctly. “This qualification 
is equally necessary in the examination in naviga¬ 
tion and that in seamanship. In the former the 
candidate will lie required to write a short defini¬ 
tion of various astronomical and other terras, and 
to draw an illustrative sketch or diagram. A good 
knowledge of the first five rules of arithmetic and 
the use of logarithms is necessary. He must also 
work out a day’s work complete, correcting the 
courses or leeway, deviation, and variation; find 
the latitude by the meridian altitude of the sun; 
work a practical problem in parallel sailing; find** 
the time of high water at a given port; and answer 
in writing certain questions as to takiifg 'the sun, 
cflmpass error, deviation, variation, and true and 
magnetic bearings and the meaning of charts. He 
will also have to explain the use of the sextant, 
barometer, thermometer, hydrometer, and chro¬ 
nometer. Then there is the comprehensive subject 
of weights and measures. After this there comes 
the examination in seamanship, which relates to 
the standing and running rigging of ships, the 
handling of masts, sails, and yards under all cir¬ 
cumstances, the management of a ship under 
canvas, and of a ship’s boats in heavy weather, 
and the proper stowage of all kinds of cargo. .Sea¬ 
manship includes the rules for safety at sea, such 
as lights, Hags, and other signals, the lead and log 
lines, and the rocket apparatus; and the examiner 
will supplement the written questions by any 
verbal questions he may think it necessary to ask. 
In spite of its apparently formidable proportions, 
the examination in both navigation and seaman- 
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ship is not so difficult as it may appear at first 
sight. He must serv« at sea for a year before he 
can enter for his first Hate’s certificate, and must 
pass another similar interval, this time in the latter 
capacity, before he can en^er for his master’s certifi¬ 
cate. It is optional with him whether he takes his 
examination for the extra master’s certificate, which 
^ thf^kighest in the power of the Board of Trade 
to bestow, at that time or later. Most officers make 
sure of the master’s certificate first, and after some 
social coaching enter in a few weeks’ timg for the 
extra master’s certificate. Of course it is optional 
to try for it, but preference will usually be given 
to the holder over a man who has not obtained one. 
The some conditions apply to those who wish to go 
in for a steamship training only. In their case the 
terms of the indentures vary slightly, the duties 
on board are different, and the examinations for 
the various grades differ, inasmuch as greater know¬ 
ledge of machinery is requisite. The salaries of the 
first mates average about 60 per cebt more than 
those of the second mates on the same boats. It 
follows that the navigating officers are sometimes 
paid less than their subordinates, the boatswains 
or carpenters, aflll this constitutes one of the griev¬ 
ances which officers have been seeking for a long 
time to have remedied. The grievance, however, 
exists only in a few lines. At each certificated stage 
the ofticer has been earning money, and at the end of 
each voyage he should have enough money in hand 
to enable him to reach the succeeding stage. As 
first mate he will receive from £7 to £12 per month. 
Very few receive as low an amount as the former 
figure, which is paid by certain cargo lines to men 
who are unable to get anything better, or are at 
the end of their resources. 

Stationary Training Ships 

For those youths who can afford them, there are 
the training ships Conway t moored in the Mersey 
near Liverpool, and the Worcester , anchored in the 
Thames off Greenhithe. The fees for the Conway 
are £22 10s. per term, or sixty-five guineas per 
annum, and there are three terms in the year with 
a long vacation in the summer. There are a few 
small extras, such as those for recreation; but 
the foes quoted include accommodation, a liberal 
dietary, and an excellent course of instruction, be¬ 
sides three suits of uniform every year, medical 
attendance, washing, and the use of the necessary 
books and school stationery. The charges for the 
Worcester also amount to sixty-five guineas per 
annum, payable os follows: first term, £33 10s., 
and the second and third terras, £17 10s. each. 
The first term’s fee includes uniform and a few 
other items, and certain necessities in the way of 


clothing are provided yearly by the institution 
known as “The Incorporated Thames Nautical 
Training College”, which manages the Worcester. 
A list of requirements is supplied by both ships 
to the cadet’s parents, which are to be regarded as 
a minimum, and in order to secure uniformity of 
outfit each ship requires that the outfit be obtained 
from certain firms with which special arrangements 
have been made. The Conway and Worcester re¬ 
ceive only those who are intended to become navi¬ 
gating officers, with all the responsibility that the 
command of a modern steamship implies. Sea¬ 
manship and navigation are the chief subjects of 
his studies, but such an exceedingly wide inter¬ 
pretation is given to these terms, and the know¬ 
ledge of a variety of subjects not strictly coming 
within those terms is imposed, that the future 
officer’s studies both on board these ships and 
afterwards should be directed to making him ac¬ 
quainted with many mathematical questions with 
which the seaman of the old school was not con¬ 
cerned. Queen Victoria instituted a good-conduct 
prize on these ships, which has been continued by 
the late King Edward and by King George. 

Both these vessels have special facilities with 
the great steamship companies for aiding the sub¬ 
sequent careers of their pupils. After the boys 
have put in the necessary two or three years in 
either, and have passed the examinations on board 
which are designed to be adequate tests of their 
knowledge, they are generally apprenticed to tli§ 
owners of a large and first-class square-rigged ship 
for three years, the Board of Trade permitting 
those who have scented the school* certificates to 
spend three years at sea instead of four; though, 
owing to the steady decline in the number of sail¬ 
ing ships and the increase of the facilities offered 
by steamship owners of the better class, many of 
the boys are indentured to steamship owners. The 
two years’ training on either of these vessels is 
counted as one year towards the four, which are 
compulsory before the second mate’s examination 
can be taken. This means that the discomfort 
and drudgery inseparable from a boy’s first voyage, 
if he has not been afloat before, are Avoided by 
this preliminary training, and only three have to 
be passed at sea. The phrase “years at sea” 
bears an elastic interpretation; four-fifths of each 
year must be passed at sea or in a foreign,port to 
which a vessel has gone. Thus an apprentice sail¬ 
ing from the United Kingdom may put in a month 
or six weeks, or even more, at an Australian port 
with his vessel, and another month at a South 
American port, before the ship returns to England, 
and the whole of the time from her departure until 
her return is counted as sea service. 

The training on the Conuxty, Worcester , Medway , 
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Mersey , or Port Jackson will Lave made the way 
comparatively easy for subsequent study in all 
the subjects included in the navigational section 
of the Board of Trade examination for second 
mate, and a considerable amount of instruction 
is also imparted under the head of seamanship. 
The stationary training ships cannot give an actual 
training in ocean seamanship, but they can and do 
give a very valuable training in practically all the 
subjects pertaining thereto. All the stationary 
training ships attach great importance to boat 
sailing and boat management, and for their pupils 
short cruises are arranged in smaller seagoing 
sailers, so that the actual knowledge which can 
only be gainod by experience is the easier of ac¬ 
quirement when a boy finds himself at sea in a 
big ship on liis first voyage. If he has learnt on 
a training ship how to go aloft, handle sails, send 
masts and yards up and down, bend and unbend 
sails, rowing, boat management, the use of the 
lead and log and of the rocket apparatus, and the 
safety regulations, he will find the way compara¬ 
tively easy. He will have learnt how to use the 
sextant and other nautical instruments. It will 
thus be seen that though the two years’ prelimi¬ 
nary training on a stationary training ship is some¬ 
what expensive, the advantages of the training 
are very great, and that the expenditure should 
be incurred if possible. 

Sea-going Cadet Ships 

When the school-ship examination has been 
passed and ita»eertificate grafited, the future officer 
may see about becoming apprenticed to a ship¬ 
owner. Here again means play an important ]>art. 
Tf the expense can be met, there is no better course 
than to apprentice the boy to one of the firms own¬ 
ing thesea-goingcadet ships. Thcsefirmsare Messrs. 
Devitt Ss Moore and the White Star Line. The 
latter company’s cadet ship Mersey is run essen¬ 
tially in the interests of the White Star and those 
of its associated lines which are under the British 
flag. The Union - Castle, the Shaw, Savill & 
Albion, the Cunard, and the Booth Lines are share¬ 
holders in the company known as Messrs. Devitt 
& Moore’s Ocean Training Ships, Ltd., of which 
Messrs. Devitt & Moore are managers, and this 
compaqy was formed “with the object of ensuring 
a supply of efficiently trained officers for their ow n 
steamers, and they will give preference to an officer 
who has served as a midshipman on ono of this 
company’s sailing ships”. The importance attached 
to sailing-ship training is shown by the fact that 
America, Germany, and Belgium have sailing ships 
devoted to the training of intending officers, and 
Japan also owns a fine square-rigged vessel, al¬ 


though her ocean-going mercantile marine in the 
foreign trade consists mostly of steamers. The 
system of sea training poetised on those vessels 
owes its inception to Lord Brassey, who in 1890 
collaborated with Mesg/s. Devitt & Moore for 
its establishment on a commercial and practical 
basis. One of its chief features is that the cadets 
are not bound by indentures, and are at lib*t-ty AT 
withdraw after any voyage. Since the date men¬ 
tioned, the company’s ships have carried about 500 
cadets, # the highest number at a time being 75, 
while the average number since the scheme was 
inaugurated is over 60 per annum. Many of them 
have risen to be shipmasters and mates on well- 
known passenger or cargo steamers, and over 50 
are in the service of the P. & O. Company. More 
than 100 have served their four years on the ship 
before obtaining their certificates as second mates, 
and many others have completed their time on 
other sailing ships. For the first voyage the charge 
is £70, but the charge is decreased with each 
succeeding voyage. The four consecutive voyages 
entail a cost of £225, which about covers the cost 
of training for four years, but not outfit or pocket 
money. “Jtwill be apparent,” twfy Messrs. Devitt 
& Moore, “ that the cost to a parent or guardian 
for the training of a l»y compares very favourably 
with the amount expended in preparation for other 
professions, and, be it remembered, the seagoing 
cadet is fed, housed, and taught during the greater 
part of each year.” He receives free medical at¬ 
tendance on board, for a fully qualified medical 
man is carried on each ship. The two present 
vessels of the company, like the four previously 
employed in the work, are among the few which 
are best adapted for continuing the course of in¬ 
struction imparted on the stationary ships Conway 
and 1 Forrester. A hoy who has served tm either 
of these ships for two years and has obtained his 
certificates need only serve three years on the Port 
Jackson or Medway, and the reduced terms are 
offered of £60 for the first voyage, £60 for the 
second voyage, and £50 for the third voyage. The 
advantages of combining the courses of training 
provided by the school ships and those of this com¬ 
pany are that, besides receiving the best training 
available, boys have good expectations of passing 
their second mate’s examination and afterwards of 
being appointed to one of the lines of steamers 
associated with the company. 

Employment Prospects 

In addition to the steamship companies already 
mentioned, the following steamship lines give a 
preference to those trained under Messrs. Devitt 
it Moore: Messrs. Turnbull, Martin, it Co. (The 
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Scottish Shire Line, Ltd.); Messrs. John Hall, 
jun., & Co.; Messrs. William Milburn & Co.; The 
Tyser Line, Ltd.; Messrs. James P. Corry & Co., 
Ltd. (The Star Line, Ltd.); The Federal Steam 
Navigation Co., Ltd.; anYl The Australind Steam 
Shipping Co., Ltd. Employment on these lines 
does not prejudice subsequent employment by the 
mail ffciea previously mentioned. Another advan¬ 
tage offered by the sea-going cadet ships is that 
the son of a gentleman may be taught the duties 
of his profession without being brought iqjo daily 
contact with so much that is repellent. On many 
ordinary sailing ships the manners and language of 
too many of the sailors with whom the apprentices 
cannot avoid being obliged to associate in their 
work are exceedingly disagreeable. On the cadet 
ships the cadets do not associate with the sailors. 

The other sea-going cadet ship, the Mersey, of 
the White Star Line, caters for the same classes 
as the Conway and Worcester and Messrs. Devitt 
<k Moore’s ships. It receives pupils from the two 
river ships under the same conditions as the other 
sea-going cadet ships so far as three years at sea 
instead of four are concerned, and it also takes 
cadets for four years who have not been to sea 
before. In the case of the Mersey, however, the 
pupil is indentured for the term lie has to serve 
in oilier to qualify as second mate. About sixty 
boys are carried, and preference is given to those 
who have had a preliminary training on the 
Conway or Worcester. The indentures are sub¬ 
ject to cancellation if for any reason the managers 
of the White Star Line should decide to cease run¬ 
ning the ship, or the cadets may be transferred to 
steamers if the managers of the ship desire. The 
terms are: lirst year, £70; second year, £60; 
third year, £40; fourth year, £30; first yea* from 
the Conway or similar school ship, £60; second 
year from the Conway or similar ship, £40; tliird 
year from the Conway or. similar ship, £30. 
Cadets who pass the necessary examination and 
hold an officer’s position with one of the asso¬ 
ciated lines for three years to the satisfaction of 
the managers have £10 returned to them. On 
attaining their second mate’s certificate they have 
preference for appointment as junior officers in the 
steamers of the White Star, Leyland, Dominion, 
and Atlantic Transport Lines. Promotion is there¬ 
after granted according to conduct and ability. 
The object of the scheme is that the cadets will 
remain in the servioe, passing through the various 
grades until they obtain their master’s square- 
rigged certificate in accordance with the regula¬ 
tions of the Board of Trade, and they will then be 
eligible for promotion to be senior officers of the 
watch. Cadets who join the Mersey have what 
is almost a certainty of employment in one or 


other»of the associated lines, and in this respect 
are much better off than those who have to depend 
on chance in obtaining employment after they 
have secured their certificates. 

That many owners, however, do not think that 
a sailing-ship training is indispensable, is shown 
by the fact that a number of steamship companies 
hold out inducements for the training of cadets; 
the P. & O., in the case of suitable youths, will 
pay half their fees on board the Worcester and 
then give them special facilities on entering the 
P. & O. steamers. The number of officers who 
have had all their training on steamships is 
steadily increasing. 

Training for Boy Sailors 

The Indefatigable, at Liverpool, was estab¬ 
lished for the training of boys in poor circum¬ 
stances who might desire to take up a sea career. 
A small fee per annum is charged, and the boys 
are thoroughly taught all branches of seamanship 
and navigation, Beys from the Liverpool district 
are received at less charges than those from other 
parts of the country, but in neither case is the fee 
a high one. About a quarter of the boys who go 
to sea from this ship attain certificated rank. In 
some cases they have worked their way up from 
before the mast, and in many others they have 
started as apprentices and, after spetiding the 
necessary time at sea, have passed as second inate% 
and been appointed to a position on a ship, 
usually one sailing from Liverpool, as many 
Mersey-side firms bike a great iaterest in the 
ship, and do all they can to further the welfare 
of the boys. Boys from other than the Liverpool 
districts have to pay about £22 per annum. 

The insufficiency of British sailors for British 
ships induced the Marine Society and the Shipping 
Federation to bring out a joint scheme for over¬ 
coming the difficulty. The War spite, which is 
managed by the Marine Society, makes no charge 
whatever to the relatives of its pupils, but is sup¬ 
ported by voluntary contributions, Trinity House, 
various shipping firms, and some endowments, 
and receives those boys whose relatives are not 
in a position to find the means to give them a 
satisfactory start in a sea life. Only boys of 
good character are accepted; boys commuted to 
reformatory ships by the magistrates, or sent by 
Poor Law guardians to be trained for the sea are 
not received. Since its foundation in 1756 the 
Society has sent to sea over 66,000 British boys, 
and it generally has about 240 boys in training. ' 
One condition of acceptance for the War spite is 
that the boy must go to sea. The Society gives 
him an excellent preliminary training on the 
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War spite, provides him with an outfit free,* finds 
him a ship, and takes an interest in his welfare for 
years afterwards. Some of the boys are placed as 
apprentices, others go before the mast and either 
become A.B.’s or work their way up to become 
certificated officers, and not a few join the Royal 
Navy. Under the IPursynte-Federation scheme, 
the boys nominated by the Shipping Federation 
will be apprenticed to the Marine Society, and 
when their half-year’s training on the War spite 
is completed they will be placed on a Federation 
ship, and their indentures will be transferred to 
the owner of the vessel. The period of appren¬ 
ticeship is for such time as is spent on the War- 
spite, in addition to two and a half years at sea. 
It is hoped that this scheme will help to over¬ 
come the difficulty of keeping boys at sea after 
they have been trained. But, unless the prospects 
of remunerative employment are increased, it is 
to be feared that the boys will seek more satis¬ 
factory situations ashore, for with the exception of 
some modern steamships the accommodation for 
sailors on board ship leaves ifiuch to be desired. 
For many years the Shipping Federation had a 
system of apprenticeship for boys intending to 
become A.B.’s, under which the following wages 
were paid: first year, £7; second year, £8; third 
year, £10; fourth year, £lf>; with a bonus of £5 
on completion, making, with Is. per month for 
washing allowance, £42. The Marine Society pro¬ 
poses the following scale of payment without 
bonus or washing allowance: six months under 
training, nil ; first year at sej, £12; second year at 
sea, £18; lastfaix months at sea, £12; total, £42. 
The boy will, however, still receive a free kit, and 
bo given preference for employment as an able 
seaman at the usual rate of wages on the conclu¬ 
sion of his apprenticeship. Several War spite boys 
have risen by their own efforts to become officers 
and masters. The Marine Society’s scheme is in 
addition to, and not as a substitute for, that of 
the Shipping Federation. 

Since the Titanic disaster, public attention has 
been directed once more to the question of provid¬ 
ing sufficient British seamen for the British mer¬ 
cantile marine. State aid to training ships is one 
of the remedies proposed to meet the deficiency. 
As all the institutions afloat and ashore which 
train b»ys to become sailors before tho mast are— 
with the exception of the Exmouth , founded by the 
Metropolitan Asylums Board and maintained out 
of tho rates—unable to obtain enough support to 
allow them to do all the work for which they are 
equipped, there is much to be said for this scheme. 
When these ships and shore training schools are 
filled, it will be time to add to their number, and 
not at present, when further establishments would 


only mean keener competition in the appeals to 
the charitable. The paynfent of a subsidy to 
shipowners by the State to take and train boys 
as seamen on the apprenticeship system is to b* 
recommended. Other good proposals have also 
been brought forward. Those who compare the 
prevailing supply with that of fifty years ago fo^ 
get that the conditions are totally different. It is 
impossible to teach much seamanship on a vessel 
that has derricks for masts and no sails. The list 
of Britich sailing ships is grievously depleted, and 
the number is lessened every month. On the 
average steamer—especially a cargo boat—the boy 
will become like the rest of the sailors on her, a 
deck labourer. There is no incentive to him to be 
anything else. The class of intelligent men who 
were attracted to the mercantile marine when sail¬ 
ing ships were common shows an increasing ten¬ 
dency to seek employment ashore. The living 
requirements of all classes have attained a higher 
level, and until shipowners provide on board their 
vessels better accommodation for their crews and 
better food, even than the present scale lays down, 
and better pay and continuity of^employment, all 
the philanthropic schemes in the world will not 
keep at sea, at such times as they arc in employ¬ 
ment, at £4 to £6 a month as A.B.’s, half the boys 
who are given a start on the water, when, they 
know they can do as well ashore without being 
severed from their relatives and friends. Thou¬ 
sands of British boys are ready to go to sea if 
the conditions and prospects are made attractive 
enough. 

Position of Masters 

The duties of a master vary so greatly accord¬ 
ing tft the line by which he is employed and the 
trade in which his vessel is engaged, that it is 
impossible to lay down any hard-and-fast rules 
as to the nature of the duties he will be required 
to j>erform. It is equally impossible to say what 
remuneration he will receive. 

“ The captain on the bridge of any of our great 
mercantile vessels,” says the Skipping World 
(12 May, 1912), “has to prove himself a man of 
many parts and diverse qualifications. Within 
recent years his duties have multiplied to a very 
serious extent, and his responsibilities have cor¬ 
respondingly increased. An entirely new set of 
problems confronts him nowadays; and whatever 
may be said to the contrary, we believe they are 
quite as important, and call for the steady nerve 
and prompt decision of the master in just as great 
a degree as the sailing problems of another day. 
Speed is only one of the many questions before 
him. Catching the tide is another. Delivering 
his cargo in time and in condition for its market 
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is another. Bringing his boat up waterways 
crowded with moving*craft, or up estuaries where 
considerations of immersion in fresh and salt 
water are often matters of an inch or two is still 
another. Conforming to the precise legislative 
requirements of administrators is another. Sig¬ 
ning in a manner that would astonish any old 
salt oi Nelson’s day is another. It is not the 
size of the vessel that makes all the difference; 
it is her ingenious mechanism. No longer may 
her captain harangue his ship’s company from the 
bridge as he might do in the old time, in a 
moment of danger; he remains to-day a hidden 
machine, human still, but working with huge and 
powerful forces of engineering skill to make them 
do his will, and take the place of many hands who 
in former days shared the human responsibility in 
a greater measure than their successors do now.” 

Tho pay given in some lines is much lower than 
a correspondingly expensive training ashore would 
probably have resulted in, but thero has been 
of late years an improvement in this respect, 
partly owing to the representations of the Im¬ 
perial Merchan^Service Guild and the Mercantile 
Marine Service Association, and partly on tho 
initiative of some of the shipowners themselves. 
The great difficulty with which the organizers 
of tfeese two societies have had to contend was 
that the captains and officers as a class were 
thoroughly disintegrated and isolated, and until 
their protective societies were formed it was not 
possible for them to make their influence felt or 
compel due attention to their representations. 
Now both these organizations—the Guild espe¬ 
cially by reason of its large membership, which 
embraces more than fifty per cent of the certifi¬ 
cated mgn in the British mercantile marine-'-havc 
been able to secure several advances in pay, for 
both captains and officers, and there is every 
reason to believe that more such benefits will 
shortly follow. The conditions of employment 
vary so greatly that collective negotiation be¬ 
tween the Guild and Association and the owners 
has not been possible, and it is not to be wondered 
at that the owners of those important passenger 
lines who have treated their men well should 
decline to express any opinion as to the inade¬ 
quacy of the rates of pay offered by other owners. 
There are masters going to sea to-day in command 
of steamships who are receiving £12 per month 
and even less, and when the arduous nature of the 
training is considered, together with the expense 
that has to be incurred, it must be admitted that 
the prospects of a satisfactory career for them are 
not good. The officers on those vessels are equally 
badly paid. Of course both masters and mates 
are on the lookout for better and more comfor¬ 


table*posts, for on vessels which are run on these 
parsimonious lines the saving frequently extends 
to the accommodation and the quality and quan¬ 
tity of the food also. 

The conditions of employment are often exceed¬ 
ingly trying. In all the established lines, whether 
of cargo or passenger steamships, promotion is 
necessarily slow, and in estimating the business 
and financial side of a seafaring career this is a 
circumstance that must be taken into account. 
Some lines are fairly liberal in the matter of 
pay to their officers, and, recognizing the slowness 
of promotion, increase the officers’ pay at stated 
intervals until a maximum has been reached. The 
rate of pay depends also on the size of the vessel, 
the trade, and the voyage, and, in the case of pas¬ 
senger vessels, on the social standing of the line. 
The P. & 0-, for instance, pays a higher rate all 
round to its officers than do some of the lines in 
the trade to the Far East, notwithstanding that 
the latter may carry some passengers. One out¬ 
come of the labour troubles in the shipping indus¬ 
try in 1911 was that the Guild brought prominently 
before the Shipping Federation the loyalty with 
which, “in a time of great emergency, the mem¬ 
bers of the nautical profession stood by their ships 
and owners “It was not”, says the Guild Gazette , 
“that the captains and officers were not fully in 
sympathy with the demands of the seamen and 
firemen for higher pay, but with the former it was 
at once palpable that they felt it to be the firjt 
duty they owed all round to stand firm in their 
own positions. Accordingly they readily performed 
exceptional and extraordinary duties, ofttimes at 
great personal risks, when immense financial losses 
to the shipowners were thus averted.” Ship cap¬ 
tains and officers, as a whole, come from social 
classes to whom the idea of a combination on 
trade-union lines is repugnant; they have that 
loyalty to their employers which is the exception 
among the labouring classes to which the sailors 
and firemen belong, and they dislike the policy of 
striking for purely selfish ends, as they know tho 
loss inflicted upon the shipping industry as a 
whole when ship after ship is held up by a strike. 
At the same time the sailors and firemen would 
not have obtained their advance of pay if they 
had not gone on strike; the shipping industry had 
been doing well, and tho shipowners found it was 
to their immediate advantage to grant the increase 
asked for rather than have their ships laid up at 
great loss. Moreover, seamen and firemen can 
always obtain situations. Officers, by the nature, 
of their employment, cannot do so; all their posi¬ 
tions are carefully recorded, as owners have to 
take into consideration not only the efficiency of 
the certificated man, but also the class of vessel 
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to which by nature and habits he is best fitted to 
bo appointed. Obviously a man who might be 
an excellent captain of a cattle boat or a collier 
or tank steamer might find himself in very un¬ 
congenial surroundings as captain of one of the 
favourite passenger liners; and what one would 
regard as good remuneration the other would not. 
Each might be as competent, however, as the other 
as a navigator and seaman. The communication 
from the Guild to the Shipping Federation set forth 
a number of suggestions for the Federation to place 
before its members. It was asked that the Federa¬ 
tion should be empowered to give an assurance, 
as far as possible, that firms of shipowners would 
always bo willing to receive and consider me¬ 
morials from their masters and officers, either 
through the medium of the Guild or otherwise. 
A most important point affecting the welfare of 
the nautical profession, and sometimes the liveli¬ 
hood of tho members, was that a more reasonable 
attitude should bo shown towards shipmasters 
and officers who had the misfortune to meet with 
accident to their vessels for which quite probably 
they were not at fault. There are firms who will 
not employ any officer undor any circumstances 
who has been on a ship which has met with even 
a slight accident. It is contended that there are 
far too many dismissals and resignations demanded 
without real justification, and that it is a grave 
hardship that so many masters have been requested 
tc give up their positions when their vessels have 
been, at the time of the accident, in charge of a 
compulsory pilot. To those landsmen whose only 
knowledge of steamships is derived front an in¬ 
spection of the luxurious quarters provided for the 
passengers on the new mail liners and the comfort¬ 
able accommodation given to the officers, it will 
come as a surprise that the Guild foimd it necessary 
to request that masters and officers in all types and 
classes of ships should be provided with tlieir food 
when on board, and also with bed and bedding, 
and that when a ship is in port and food is not 
provided, at least half a crown a day should be 
paid as subsistence in addition to the ordinary 
pay granted. 

Rates of Pay 

Another representation was that the masters 
and officers of vessels, whether tank steamers or 
sailing vessels, carrying oil in bulk or otherwise, 
or other highly dangerous cargo, should receive 
25 per cent more pay in respect to each grade than 
js paid in vessels carrying ordinary cargoes. The 
adoption of the three-watch system on all mer¬ 
chant ships was urged, so that no officer should 
be more than eight hours on duty in every twenty- 
four except under unusual circumstances. The 


abolition of Sunday labour in port, unless indis¬ 
pensable, was also asked fori Another important 
reform proposed was: “T$iat where shipmasters 
or officers, who are frequently unaware of the fact 
when sailing from home f ports, are compelled to 
remain trading in waters abroad for some con¬ 
siderable time, they should be entitled to highqj^ 
pay as compensation for long and enforced alfSfence 
from home; and that in quarters of the globe such 
as Australia, New Zealand, or the United States, 
where (^finite scales are in vogue, the pay of 
masters and officers of home ships should corre¬ 
spond No little dissatisfaction exists that this 
difference in the rates of pay should be so great. 
Officers are frequently receiving much less than 
tho men serving under them, and cases have 
been known in which a second mate has been 
shipped at an Australian port at higher wages 
than the first mate was receiving under whom he 
had to work. It is also urged that great improve¬ 
ments in the accommodation provided for masters 
and officers of merchant ships should be made, 
and that every officer should be provided with a 
separate cabin with sufficient rooju and adequate 
equipment in some part of the ship where he can 
obtain proper rest. The question of reasonable 
leave without loss of pay was also put forward. 
These and other representations have result^l in 
several firms increasing salaries, in some cases 
directly, and in others by a substantial bonus. 
Many firms advanced the rates by £1 per month 
to all grades, and others granted 10s. per month 
all round. The majority of the lines on which 
the officers are paid by the month give the first 
officers £12 as a minimum; some pay less, taking 
advantage of the competition for employment, 
and £9, 10s. per month, recontly increased to 
£10^ given by more than one line, is not good 
pay for a first officer. The officers’ wages paid 
on some of the principal lines, according to the 
Merchant Service Guild Gazette (20 April, 1912), 
are: Anchor Line, chief officer, £13 monthly, plus 
£15 12s. bonus per annum; second officer, £10, 
plus £12 bonus per annum; third, £8; fourth, 
£7. Atlantic Transport Company: chief officer, 
£16, plus £24 bonus per annum; first officer, £14, 
plus £18 bonus per annum; second officer, £12, 
plus £12 bonus per annum (these three officers 
have in addition a further bonus of £l per month); 
third officer, £9 10s., plus 10s. bonus per month; 
fourth officer, £9, plus £1 bonus per month. Tho 
Asiatic Steam Navigation Company has added a 
bonus of approximately £13 6s. 8d. to the chief 
and second officers, and advanced the third officer’s 
wages £1 per month. The Federal Line now pays: 
chief officer, £12, plus £1 bonus the first year, £2 
second year, and £3 third year; second officer, 
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£9, plus similar bonuses; third officer, £7, plus 
£l bonus (the bonuses in this line are monthly). 
Messrs. Lamport & Molt have increased their 
officers’ salaries by granting a monthly bonus, part 
of which is combined with an insurance scheme: 
captains, £3 per month bonus; chief officer, £2 
monthly bonus; second officer, £1 monthly bonus; 
tflfefclOs. monthly bonus. New Zealand Ship¬ 
ping Company: chief officer, £14, with bonus; 
second, £12; third, £9 10«.; fourth, £8; fifth, 
£5. Tho Prince Line divides its steamers into 
five classes, viz. those between 3000 and 4500 
summer maximum deadweight tonnage, between 
4500 and 6500, between 6500 and 7500, between 
7500 and 8500, and exceeding 8500. The salaries 
of the chief, second, and third officers per month 
for theso classes are respectively: £11, £8 10s., 
and £8; £12, £9, and £8 5s.; £12 10s., £10, and 
£8 10s.; £13, £10 10s., and £9; and £13 10s., 
£11, and £9 10s. Additional wages for long ser¬ 
vice, provided the company considers it satisfac¬ 
tory, are also granted. In addition to these, chief 
officers of tank steamers when carrying oil will be 
allowed £1 j>er month extra; second officer, 10s. per 
month extra; a^l third officer, 5s. per month extra. 
The Royal Mail Steam Packet Company, which is 
known as a generous employer, pays on the Brazil 
route its chief officers £18 12s. per month; second 
offices, £12; third, £9; fourth, £8; fifth, £6. 
On the transatlantic route the company pays: 
chief officer, £16; second, £11; third, £9; fourth, 
£8; fifth, £6. On its intercolonial “Shire” Line 
of cargo steamers the wages are: chief officers, 
£15; second, £10; third, £8 10s.; fourth, £8. 

The wages paid to the masters are usually from 
25 to 50 per cent higher than those paid to the 
chief officers on the same ships, but in the. hi," liner 
companies the masters receive considerably more, 
and including navigation money, commissions, 
bonuses for regularity of voyages, economy of 
administration of the ship, and other incidental 
sources, the year’s income may amount to £600 or 
£700, and even more, though there are few steam¬ 
ship commanders nowadays who are making £1000 
a year. In comparing these figures with earnings 
ashore, it must not be forgotten that food and 
accommodation afloat are provided also. Some 
firms require their captains to invest in their ship 
or take shares in the company. At the other end 
of the scale are to be found masters of good-class 
passenger steamers paid at the low rate of £20 to 
£25 per month, while the wages of the masters of 
some cargo or “tramp” steamers are as low as £12 
to £14 per month, and in a few lines the “trip” 
payment is practised. 

Some companies pay weekly. A good example 
of these is the Great Central Railway Company, 


which pays the chief officers 50,?. to 55«., with a 
2s. rise every two years; and the second officers 
40s. to 44s., with a 2s. rise every two years. A 
seven days week is usually meant. In some of 
the weekly lines and coasting services the captains 
and officers find their own food. 

It must be remembered that owners are actuated 
by a man’s record, as, if it be not clean, under¬ 
writers in accepting insurances will demand higher 
rates for any vessel to the command of which he may 
be appointed. Security of tenure depends upon a 
clean record, the confidence of employers, and good 
health and unimpaired ability to pass the official 
sight test. 

The Sight Test 

The conditions of the sight test as amended, 
which will become obligatory in 1914, are not 
viewed altogether favourably by the majority of 
shipowners. Some hold that they are too scien¬ 
tific, and that an out-of-door test would be better 
than the wool test as at present applied. Masters 
and officers, who have had experience of actual 
conditions afloat, condemn them. In addition to 
the Board of Trade sight tests, many of the com¬ 
panies require their masters and* officers to bo 
tested periodically as a matter of precaution. The 
Cunard Line, for instance, requires from all its 
officers other than captains a test certificate from 
the Board of Trade every year. When first intro¬ 
duced, four or five years ago, one officer failed a»<j 
had to resign from the sea. In men who have 
had lengthy sea experience, the frequent exami¬ 
nations at Liverpool* have resulted, in a very few 
elderly men failing in form vision, but none in 
colour vision. It has therefore been contended 
that although an older man might not pass the 
test which a younger man could pass, the older 
man might be so important to the service by 
reason of his experience that the question of sight 
was not the first matter, as a younger man would 
be responsible for the actual lookout. But in tho 
case of an elderly man employed by a firm which 
does not take this view, failure in form vision in 
the proposed compulsory examination of masters 
means that he may be deprhed of his command 
and be unable to go to sea at all in a certificated 
position. 

Conclusion 

To sum up, granted a youth has good health, a 
sound constitution, normal sight, intelligence, and 
a taste for roving, has not too ambitious aims 
in regard to money, and is fortunate in his em¬ 
ployers, there are advantages in a sea life which 
are not to be obtained in any position ashore offer¬ 
ing equal financial results. 
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INTRODUCTORY 


The oversea passengers from the United King¬ 
dom to places outside Europe are about 350,000 
inwards and 620,000 outwards annually. 

The Continental passengers are about 1,083,000 
outwards and 1,116,000 inwards. Of the outward 
passengers about 56 per cent contract to land at 
forts within the British Empire. 

The ordinary relations of passengers and the 
carrier, whoever he may be and by whatever 
means the journey is to be performed, have been 
noticed elsewhere. (Bee Part V, Chapter V.) 

Carriage of passengers by sea is in many im¬ 
portant particulars affected by the Merchant Ship¬ 
ping Act, but apart from special enactment the 
ordinary rules prevail. The carrier must take due 
care to carry the passengers safely, and is answer- 
able in damages for his negligence; but there is no 
absolute warranty of seaworthiness. Breach of 
positive duty imposed by the Act is subject to 
penalties as well as private right of action. On 


the other hand, the passenger m\y by contract 
define and limit the terms of carriage. 

Injury to a passenger may be due to the negli¬ 
gence of those in charge of his own ship or another 
or both. In any case he has a remedy against one 
or both. 

Limitation of Liability 

The owner of a ship, British or foreign, unless 
actual fault or privity is shown, is by the Act 
(1894, sec. 503) liable only to a certain extent for 
loss of life or personal injury caused to any pas- 
sengej cither in the vessel or another vessel. The 
limit is an aggregate amount, in the cast; of loss 
of fife or personal injury, not exceeding £16 for 
each ton of the ship’s tonnage. (See further as to 
Goods, Chapter VI, of this Pari) 

Fault must be proved against each owner; the 
fault, of the master when part owner does not 
deprive the other owners of the right of limitation. 


PASSENGER STEAMERS 


“ Passenger” includes any person carried in the 
ship other than the master and crew and the 
owner, his family and servants. 

“Passenger steamer” means every British or 
foreign steamship, whether originally proceeding 
from a port in or out of the United Kingdom, 
except steam ferry boats working in chains, which 
carries passengers to or from any place or between 
any places in the United Kingdom, (As to the 


clause of passenger steamers see further, Chapter 
V, of this Part) 

Survey 

Every passenger steamer which carries more than 
twelve passengers must be surveyed at least once 
in each year. The owner or master must obtain 
a certificate as to survey before the ship plies or 
goes to sea with passengers on board. In the case 
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of an emigrant ship which has complied with the 
provisions as to sunny of hull, machinery, and 
equipment, this is sufficient. The mode of survey 
is provided by the Act. The shipwright-surveyor 
and engineer-surveyor furnish declarations to the 
owner in the required form. 

Jfh e declaration of the shipwright-surveyor is as 
hull, boats, lifebuoys, lights, signals, com¬ 
passes, and deck shelter being in accordance with 
the Act, the time for which and limits within 
which the hull and equipments will be sufficient, 
number and division of passengers, and certificates 
of master and mate. 

The engineer-surveyor’s certificate speaks as to 
the machinery, safety valves, fire hose, limit of 
weight on safety valves, and limit of time for 
machinery, and the certificates of engineers. 

These declarations must be sent by the owner 
to the Board of Trade within fourteen days. The 
Board of Trade then, if satisfied, issues a pas¬ 
senger-steamer certificate, with limits as to time 
and number of passengers in each part. The 
certificate is transmitted in duplicate to the port 
superintendent or other public officer. 

An owner aggrieved by the declaration of sur¬ 
vey or refffcal to give a declaration may appeal 
to the Court of Survey for the port or district, 
and the judge reports to the Board of Trade. 

It nas been felt recently that this survey is not 
sufficiently thorough. In the report on The Ocenva 
(1912), the Commissioner referred to the perfunctory 
inspection of boats; and generally these survey 
provisions have come in for much criticism. (See 
also Chapters V and X of this Part. 

Certificates 

Certiflfcates are not in force for more than one 
year, and may be cancelled by the Board of Tfade 
for good cause. A duplicate copy of the certificate 
must be posted by the owner or master in a con¬ 
spicuous place on board. Penalties are imposed 
for forging a certificate or declaration. For carry¬ 
ing passengers in excess of the number allowed by 


the certificate, the owner or master is liable to a 
penalty of £20 for each offence, and 68. for each 
passenger so carried. Certificate fees are fixed by 
the Act. 

Certificates may be granted in certain British 
Dominions and possessions which, under Order in 
Council, may dispense with the requirement of a 
Board of Trade certificate. 

General Equipment 

A sea-going passenger steamer—that is, one 
which in fact goes to sea—must have her com¬ 
passes adjusted from time to time to the satis¬ 
faction of the shipwright-surveyor and according 
to the Board of Trade regulations, and be pro¬ 
vided with a hose for extinguishing fire connec¬ 
ted with the engines. A home-trade passenger 
steamer must be provided with the required shelter 
for the protection of deck passengers, if any. Any 
passenger steamer must be provided with a safety 
valve on each boiler of a required area and pressure. 
A fine of £100 is incurred by the owner and £60 
by the master if any passenger steamer plies or 
goes to sea without being so equipped, and a fine 
of £100 by anyone who increases the weight on 
the safety valve beyond the limits. 

A ship must not carry any passengers on more 
than one deck below the waterline. 

(As to life-saving appliances, boats, <fcc., see 
Chapters V and X of this Part.) 

Discipline 

A fine of 40s. is imposed upon any person on a 
passenger steamer who is drunk and disorderly, 
molests any passenger, attempts to travel without 
paying the fare, or commits certain other offences. 
Such persons may be excluded. Severer penalties 
are imposed on those who obstruct or endanger 
any part of the machinery. 

The master or other officer and his assistants 
may arrest without warrant any person offending 
whose name is unknown. 


EMIGRANT SHIPS 


An "emigrant ship” is a sea-going ship, whether 
British or foreign, and whether or not conveying 
mails, carrying more than fifty steerage passengers, 
or a greater number of steerage passengers than in 
the proportion of one statute adult (i.e. a person 
of at least twelve years or two persons between 
one and twelve years) to 33 tons of a Bailing ship’s 
registered tonnage, or 20 tons of a steamship’s. 

Steerage passengers are all those except cabin 


passengers, and cabin passengers axe define<jjacpor- 
ding to the space allotted to their exclusive use—a 
minimum of 36 superficial feet for each statute 
adult—and the payment of a fare of £25, or 66«. for 
every thousand miles and the supply of a Board of 
Trade ticket. 

Survey 

An emigrant sailing ship must not clear out- 
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wards or proceed to sea until she has been sur¬ 
veyed by two or more competent surveyors, under 
the direction of the emigration officer at the port 
of clearance, and has been reported by the sur¬ 
veyors to be seaworthy and fit for her intended 
voyage. The survey is to be before any cargo is 
taken on board (except as ballast). The owner 
may appeal against an adverse report to three 
other surveyors appointed by the emigration 
officer. 

Equipment 

Every emigrant ship, sailing or steam, must be 
provided with at least three steering compasses, 
chronometer, fire engine, anchors and cables, life¬ 
buoys (if a foreign ship), and adequate means for 
night signalling, in each case as required by the 
Act. The ship must not carry passengers on more 
than one deck below the waterline, and the number 
must not exceed the number limited by regulations. 
Regulations as to number of persons, accommoda¬ 
tion for steerage passengers, provisions and water 
to be supplied to them, carriage of horses, cattle, 
<fcc., are prescribed by the Board of Trade. No cargo, 
luggage or provisions or stores are to l>e carried on 
the upper or passenger decks, unless sanctioned by 
the emigration officer. (As to steamers, sec page 
29.) 

Provisions, &c. 

* The master must, on the request of any steerage 
passenger, produce a copy of the scale of provisions, 
and it must be posted up in the ship. Penalties 
are imposed far clearing portSvithout the requisite 
quantities of water and provisions, which must 
be carried in the mode provided. Medical stores 
must be carried. 

Dangerous Goods 

Dangerous goods, such as explosives or un¬ 
healthy articles, must not be carried, and horses 
and cattle only if under proper conditions. The 
penalty on default is £300. 

Carriage of military stores may be authorized 
by the Secretary of State. 

Medical Officer, Staff, and Crew 

An emigrant ship must carry a duly qualified 
•medical officer where the number of steerage pas¬ 
sengers exceeds fifty, and where the number of 
t persons on board exceeds 300. An emigrant ship 
carrying 100 steerage passengers must have a 
steerage steward and, where required, cooks and 
interpreters, as well as an efficient crew. 

There must be a medical inspection of steerage 


passengers and crew before clearing. Unfit per¬ 
sons must be relanded an^ their passage money 
returned. 

The crew must be efficient to the satisfaction 
of the emigration officer, who must give a certifi¬ 
cate of clearance. Against his decision of ineffi¬ 
ciency there is an appeal to the Board of Trg^Jg. 
The penalty for non-fulfilment of requiremdffts as 
to crew is for each offence £50. 

The master of an emigrant ship must enter into 
a bond, together with the owner or charterer or 
other sufficient person for £2000, or, where neither 
the owner nor the charterer resides in the British 
Islands, £6000, to the Crown. The Board of 
Trade may allow this to be a continuing bond 
instead of one made before each voyage. 

Penalties are imposed for non-compliance with 
the provisions as to passenger steamers and for 
overcrowding. 

Passengers’ Lists 

The master of every ship carrying steerage pas¬ 
sengers from the British Islands to any port out 
of Europe and not within the Me&tcrranean Sea, 
or on a colonial voyage, must sign in" duplicate a 
passengers’ list, giving names and other particulars 
of every passenger, the list being countersigned by 
the emigration officer. To this list must be qdded 
any additional passengers taken op board, such an 
addition being countersigned by the port emigra¬ 
tion or customs officer. An emigrant ship for 
steerage passengers must not clear outwards or 
proceed to sea till the master has obtained a 
certificate of clearance, which certifies that all the 
statutory requirements have been so far complied 
with^and that the ship is seaworthy. An appeal 
against a refusal lies to the Board of Trade or to 
a (Jourt of Survey. Facilities for inspection must 
be afforded to the officers by the master. A ship 
proceeding without a certificate is liable to for¬ 
feiture. 

An emigrant ship which is detained in port 
after clearance for more than seven days, or puts 
into or touches at any other port in the British 
Islands, must not proceed to sea again without 
replenishing provisions and water and repairing 
any damage, and the master must obtain a fresh 
certificate for clearance. The master must report 
such putting back or calling and its cause to the 
emigration officer at that port. 

Passengers’ Contracts 

A passenger is entitled to a signed contract 
ticket in the approved form, and is under a 
penalty for its non-production on demand, or for 
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altering, destroying, or inducing any person to 
part with such a ticket. Any question of breach 
of such contract may «R the passenger’s option be 
tried before a Court of Summary Jurisdiction. 

Steerage Passengers—Regulations 

Escalations are made with regard to the sani¬ 
tary conditions and discipline on board. A fine 
of £2 or imprisonment may be imposed. Spirits 
must not be sold on board. 

The Act also provides for the maintenance of 
steerage passengers for forty-eight hours after 
arrival at the end of the voyage in the ship as 
during the voyage, the return of passage money 
and compensation of passengers when the passage 
is not provided according to contract, and for the 
subsistence of passengers at the expense of any 
ship in case the ship does not proceed on her 
voyage without delay as appointed. The payment 
is stipulated at so much per day. 

Penalties are imposed for landing steerago pas¬ 
sengers at the wrong place. In case of the wreck 
of an emigrant ship or damage to the ship necessi¬ 
tating putting j^fck to port, the master or owner 
must give Jiroemigration officer a written under¬ 
taking to're-embark the passengers in another ship 
within six weeks, or that the damaged ship shall 
be ilfade seaworthy within the same time. In 
the meantime the passengers must be lodged and 
maintained. * 

Penalties are imposed for carrying an excess 
number of steerage passengers. 

PASSAGE 

A passage broker within the Act is oneVvho 
at any place in the British Islands sells or lets* or 
agrees to sell or let, or is concerned in the selling 
or letting of steerage passages in any ship pro¬ 
ceeding from any place in Europe, not within the 
Mediterranean Sea. 

Passage brokers must enter into a bond with 
sureties approved by the emigration officer of 
£1000, and be licensed. Licences are granted 
after entry into the bond and deposit of security 
and notice to the Board of Trade, the authority 
being in London the justices, elsewhere in England 
the council of the county, borough, or county 
district, in Scotland the sheriff, and in Ireland the 
justices. Licences remain in force for thirty-one 
days after 31 December in each year. 

Emigrant Runner 

Passage brokers can only employ persons as 


List of Passengers Inwards 

There must be a list kept by the master of 
steerage passengers brought to the British Islands 
from any port out of Europe and not within tho 
Mediterranean Sea. This must be delivered within 
twenty-four hours of arrival to the emigration 
officer. Suitable provision of water and food 
must be made as in the case of emigration ships 
proceeding outwards. 

Rescue Expenses 

Tho expenses of rescue and conveyance of 
wrecked passengers from any ship carrying steer¬ 
age passengers from any port in the British Do¬ 
minions are defrayed in the first instance wholly 
or in part by the Secretary of State, Governor, 
or British Consul. Governors and British Consuls 
may forward such passengers. Such expenses 
paid by public officials may be recovered from the 
owner, charterer, or master of the passenger ship. 

Records in the Log 

The master of every British shijT must enter in 
the official logbook or keep a record of every oc¬ 
casion on which boat drill is practised on board 
and on which the life-saving appliances have been 
examined, and produce such record for inspection. 
There is not, however, any regulation requiring 
compulsory boat drill or other practice, which is 
regarded as a serious omission (see also Chapter VI). 

BROKERS 

agents who hold a signed appointment, counter¬ 
signed by the emigration officer at the nearest 
port. A list of agents and runners must be ex¬ 
hibited by the passage brokers at their offices, 
and lists must be supplied to the emigration 
officers. 

If any other person than a licensed passage 
broker or his bona-fide salaried clerk, in or within 
five miles of the outer boundaries of any port, 
takes or solicits or recommends any intending 
emigrant on behalf of any passage broker or 
owner, charterer, or master of a ship, orjjther 
person, in connection with the passage, or gives 
any information or assistance to any intending 
emigrant in any way relating to emigration, that 
person is an emigrant runner. An emigrant 
runner must be licensed as such by the licens¬ 
ing authority of the port, and will be liable to 
penalties for acting without being duly licensed 
and registered, as well as for certain acts of 
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misconduct. Emigrant runners arc entitled to fees 
from a passage broker only when acting under 
a written authority, and are liable to penalties 
for taking or demanding fees from intending 
emigrants. 

Frauds in Procuring Emigration 

Any person who by false representation, fraud, 
or false pretence induces or attempts to induce 
any person to emigrate or engage a steerage pas¬ 
sage in any ship is liable to a fine of £50, or 
imprisonment for three months. Penalties are 
also imposed for various other frauds in connec¬ 
tion with assisting emigration.- 


Emigration Officers 

These officers and their f&sistants are appointed 
in the British Islands by the Board of Trade, and 
in British possessions by the Governor. 

Publication of Provisions of the Act 

Abstracts of this part of the Act and of Craters 
in Council are made by the Board of Trade and 
supplied to the Customs. The master of every 
emigrant ship must produce a copy to any steer¬ 
age passenger, and post copies in two conspicuous 
places between the docks on which steerage pas¬ 
sengers are carried. 


FISHING BOATS 


A special part of the Merchant Shipping Act, 
1894, relates to fishing boats in England and Ire¬ 
land ; partly to 

(а) All fishing boats and ty the whole fishing 
service; partly to 

(б) All fishing boats of 25 tons tonnage and 
upwards; and*partly to 

(c) Fishing boats being trawlers of 25 tons ton¬ 
nage and upwards, and, where expressly provided, 
to fishing boats being trawlers of whatever tonnage. 

The Board of Trade may exempt any class or 
extend the provisions to other fishing boats after 
enquiry. 

The general provisions of the Act in respect of 
master and seamen apply to*fishing boats in Scot¬ 
land whether employed exclusively on the coasts 
of the United Kingdom or not. 

“ Fishing boat” here means a vessel of whatever 
size, and in whatever way propelled, which is for 
the time being employed in sea fishing or in the 
sea-fishing service; but unless expressly provided 
it does not include a vessel used for catching fish 
other than for profit. 

A register of all British fishing boats is kept; 


and such boats must be lettered and numbered 
and have official papers. 

Before proceeding to sea, a registered fishing 
lx>at must be duly provided with boats according 
to her tonnage, and if carrying more than ten 
passengers, two lifebuoys and afcfeboat (or one of 
her boats made buoyant as a lifenbi^kept ready 
for use. Penalties are imposed in default. 

Rules are laid down with regard to discipline, 
records of death, injuries, ill-treatment, punish¬ 
ments, casualties, <kc., and provisions are also 
made for the settlement of disputes, for ascer¬ 
taining profits, rendering accounts by owners, 
and many other matters applying in general to 
fishing boats. 

Special provisions are applicable to fishing boats 
of 25 tons tonnage and upwards in regard to ap¬ 
prenticeship and agreements with boys; and the 
provisions applying to trawlers relate U> engage¬ 
ment of seamen, payment of wages and discharge, 
and certificates of skippers and second hands. 

Board of Trade regulations may be made respect¬ 
ing the conveyance of fish from trawlers to vessels 
engaged in collecting and carrying fish to port. 
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PILOTAGE 


A pilot is any person not belonging to a ship 
who lias the control thereof through a particular 
part of the voyage In early times it became cus¬ 
tomary to gjUT#fchartera to authorities, conferring 
privileges/Kto the supply and control of pilots 
at various places, and licensing of pilots became 
general. But there was a great confusion of au¬ 
thorities and no general system oi' by-laws. The 
Pilotage Act, 19] 3, was designed to remove this 
confusion, and as far as possible render the law 
of pilotage uniform as regards all ships, British 
and foreign, in the United Kingdom or the Isle 
of Man. The Act came into force on 1 April, 
1913. 

Organization 

It became the duty of tho Board of Trad\ % to 
take steps for the improvement of pilotage organi¬ 
zation at tho various ports, by consultation with 
pilotage authorities and by amending, supple¬ 
menting, or supplying by-laws. Either by the sub¬ 
mission of schemes by the pilotage authorities or 
by local inquiries, the Board may be informed as 
to the requirements. The opinion of pilots at each 
port is to be ascertained before new by-laws are 
sanctioned by the Board. The Board carries its 
decisions into effect by Pilotage Orders. 

General Pilotage Orders 

By Pilotage Orders (which in this case require 
confirmation by Parliament only if a petition is 
presented to the Board of Trade by an interested 
person within six weeks of publication) the Board 
of Trade deals with general pilotage matters. 
These comprise the rearrangement or establish- 

vot. VII. 


ment of pilotage authorities and districts, com¬ 
mittees, representation of the various interests, 
accounts, compulsory pilotage, making of by-laws 
as to pilots’ certificates, compensa]iou to pilots, 
Ac. Pilots and shipowners, dock and harbour 
authorities, are to be represented on the pilotage 
authorities. The Board may appoint an Advisory 
Committee of interested parties. 

Compulsory Pilotage ' 

The employment copilots has always been com¬ 
pulsory in certain districts, with certain exemp¬ 
tions. The Act continued in force all existing 
provisions for compulsory pilotage, but made all 
existing exemptions to cease, and exemptions to 
depend in future upon the Act and Orders and 
by-laws under it. Every ship (other than an ex¬ 
cepted ship) while navigating in a pilotage dis¬ 
trict in which pilotage is compulsory, in entering* 
leaving, or making use of any port in the district* 
and every ship carrying passengers (other than 
an excepted ship) while navigating for any such 
purpose in any pilotage district (whether pilotage 
is compulsory there or not), must be either under 
the pilotage of a licensed pilot of the district, or 
of a master or mate possessing a pilotage certifi¬ 
cate for the district who is bona fide actis^aa 
master or mate of the ship. The penalty for in¬ 
fringement after a licensed pilot has offered his- 
services to the ship, is a fiue of double the dues, 
which might have been demanded for conduct. 

Ships excepted from this requirement are: Ship* 
belonging to His Majesty, pleasure yachts, fish¬ 
ing vessels, ferry boats plying as such exclusively 
within the limits of a harbour authority, ship* 
S3 9* 
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of less than 50 tons gross tonnage, and ships 
exempted by by-laws. 

By-laws may be made by a pilotage authority 
exempting from compulsory pilotage the following 
classes of ships, if not carrying passengers, up to 
a fixed limit of gross tonnage, viz.: Ships trading 
coastwise, home-trade ships trading otherwise 
than coastwise, ships whose ordinary course of 
navigation does not extend beyond the seaward 
limits of a harbour authority while navigating 
within those limits or specified limits. 

Tugs, dredgers, sludge vessels, barges, and simi¬ 
lar craft belonging to certain public authorities do 
not usually come under the regulations of com¬ 
pulsory pilotage. 

Liability of Owner or Master 

The owner or master of a vessel navigating 
under circumstances in which pilotage is com¬ 
pulsory is answerable for any loss or damage 
caused by the vessel or by any fault of the navi¬ 
gation of the vessel in the .same manner as he 
would be if pilotage were not compulsory; but 
this provision—a. change in the law—is not to 
take effect urftil 1 January, 1918, unless an earlier 
date is fixed by Order in Council. 

Pilotage Authorities—Licensing of 
Pilots 

Pilotage authorities may license pilots for their 
district and exercise incidental powers. They 
may make b^-laws as to the qualification, number, 
government, supply, and employment of pilots 
and pilot boats, bonds, fines, and penalties, rates 
of payment for services and distribution of dues, 
benefit funds, examinations for certificates and 
their grant, and other matters, subject to con¬ 
firmation by the Board of Trade. The Board of 
Trade, on representation by interested parties, may 
revoke or vary by-laws or require an authority 
to make by-laws. 

The form of licence must be approved by the 
Board, and a licence must be produced and de¬ 
livered up as required. 

The receipts and expenses of a pilotage autho¬ 
rity must be ordered in accordance with the Act, 
and triennial returns and annual statements of 
account must be sent by pilotage authorities to 
the Board of Trade, whose officers have a right 
to inspect books and documents. 

Masters’ and Mates’ Certificates 

Pilotage authorities may grant certificates to 
bona-fide masters or mates of ships if, after exami¬ 


nation, they are satisfied that, having regard to 
their skill, experience, and local knowledge, they 
are capable of piloting thi ships of which they are 
masters or mates within their district. 

Such a master or mate must generally be a 
‘ British subject, and in certain cases must hold at 
least a mate’s certificate. 

A pilotago certificate must be in approved^, m, 
is in force for not more than a year, but may be 
renewed; may be made to extend to more than 
one ship of the same owner, and may be altered by 
the authority so as to relate to a similar ship. 

Masters and mates not British subjects may 
under certain conditions obtain certificates. A 
certificate granted before 1 June, 1906, to such a 
master or mate may be renewed. The Board of 
Trade may authorize the master or mate not a 
British subject of a ship of substantially the same 
class and trading regularly between the same ports 
as a foreign ship which on 1 June, 1906, was ex¬ 
empt from obligation to carry a licensed pilot, or 
had habitually been piloted by the master or mate 
of the ship who held a pilotage certificate, to apply 
to the pilotage authority for a pilotage certificate, 
and he may obtain one as if were a British 
subject. But on grounds of pitM kv safety the 
Admiralty may at any time exclude a. v port or 
district from the operation of this provisions Such 
an Order was made by the Admiralty on 7 March, 
1913, and the following areas were excluded from 
the operation of this provision? (1) the London 
pilotage district; (2) the Harwich pilotage district; 
so much of the Humber pilotage district as lies to 
the north of Grimsby. 

A pilotage authority may suspend or revoke a 
pilot’s licence or any pilotage certificate for an 
offence under the Act or misconduct. Complaints 
ag^fnst an authority as to the discharge of their 
duties may be made to the Board of Trade. A 
pilot may appeal against refusal or non-renewal of 
a licence, or against a fine exceeding £2, to the 
County Court judge or metropolitan or stipendiary 
magistrate having jurisdiction; in Scotland to the 
Sheriff. 

Rights and Duties of Pilots 

A pilot licensed for the district may supersede 
any pilot not so licensed who is employed to pilot 
a ship in the district; questions as to division of 
fees are settled by the pilotage authority. Penalties 
are imposed upon unlicensed pilots acting after a 
licensed pilot has offered his services, and upon 
masters employing them. Pilots must be fur¬ 
nished, with copies of the Act, Orders, and by¬ 
laws by the pilotage authority. They must 
produce their licences on the employers’ demand, 
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and a fine of £20 is incurred by anyone falsely 
representing himself to be a licensed pilot for the 
district. 

A licensed pilot may limit his liability for neglect 
or want of skill by tho terms of a bond. 

Pilot Boats and Signals 

All vessels regularly employed in the pilotage 
service of a district must be approved and licensed 
by the pilotage authority; and the masters may 
be appointed and approved by the authority. 
Every pilot boat must be distinguished by tho 
name of owner and port, colour (usually black), 
and a largo flag of white and red. The pilot flag 
must be displayed when a pilot is on board navi¬ 
gating a ship, or when a qualified master or mate 
is navigating. A master of a ship with an obliga¬ 
tion to take a pilot navigating within a compulsory 
district, or in any case if an unlicensed pilot is in 
charge, must display a pilot signal until a licensed 
pilot comes on board. Facilities must be given 
for a pilot getting on board ship. 

,/Sifences by Pilots 

A pUjm ■ who when piloting a ship, by wilful 
brcacjfor neglect of duly or through drunkenness, 
endangers the ship or the safety of any jier.son, or 
omits any proper precaution, is guilty of a mis¬ 
demeanour. A person who by wilful misrepre¬ 
sentation obtains charge of a ship is liable, in 
addition to damages, to a penalty of £100. 

Any licensed pilot is liable to a fine of £100 who 
commits any of the following offences: Keeping or 
being interested in licensed premises for the sale 
of intoxicating liquor or being interested in the 
sale of tobacco or tea; being concerned in\ny 
corrupt practices relating to ships, cargo, pas¬ 
sengers, wrecks, Ac.; lending his licence; acting 
while suspended or in a state of intoxication; 
employing while piloting anchor, cable, or any¬ 
thing to enhance the expense and increase his own 
gain; refusing or wilfully delaying to answer a 
pilot signal when so required; unnecessarily cutting 
or slipping a ship’s cable; refusing to conduct the 
ship into port on a master’s reasonable request; 
quitting the ship before his service is performed 
and without the master’s consent. 

Any person aiding and abetting such an offence 
is liable to a fine of £100 in addition to damages. 

Recovery of Pilotage Dues 

Pilotage dues for any ship for which the ser¬ 
vices of a licensed pilot are obtained are payable 
by (a) the owner or master, (6) as to pilotage in¬ 


wards, such consignees or agents as have paid or 
made themselves liable for any other charge on 
account of the ship in the port of her arrival or 
discharge; as to pilotage outwards, such con¬ 
signees or agents as have paid or made themselves 
liable for any other charge on account of the ship 
in the port of her departure. 

Dues may be recovered in the same manner as 
fines after a previous written demand. Any con¬ 
signee or agent (not the owner or master) who 
is made liable for pilotage dues may retain the 
amount, and reasonable expenses, out of any 
moneys received by him on account of the ship. 

Pilots must not demand or receive, and masters 
must not offer or pay, pilotage dues other than the 
lawful rates, under a penalty of £10. 

Trinity House 

Trinity House, London—the Corporation of 
Trinity House of Deptford Strond—is an institu¬ 
tion which was incorporated under Henry VIII, 
and authorized to frame articles in any wise con¬ 
cerning the science or art of mariners. Subsequent 
charters greatly extended its powers. Maritime 
societies, known as Trinity House, also exist at 
Hull, Newcastle-on-Tyne, Leith, and Dundee, but 
do not exercise such full powers. 

The London Trinity House is the general light¬ 
house authority for England and Wales, as well 
as the pilotage authority. It consists of a master,* 
deputy-master, and elder brethren, acting and 
honorary. Two cider brethren sit in Admiralty 
cases as assessors to 'assist the court. 

The pilotage districts under Trinity House are: 

(1) the London district, comprising the Thames 
and Medway from London Bridge to Rochester 
Bridge, with the sea and channels leading thereto 
as far as Orfordness to N. and Dungeness to S.; 

(2) the English Channel district, i.e. the seas 
between Dungeness and the Isle of Wight; and 

(3) the outports districts. 

In connection with pilotage, Trinity House has 
the power of exercising authority through sub- 
commissioners ; and any district under the autho¬ 
rity of such commissioners is called a Trinity 
House outport district. The powers and duties 
of Trinity House as the pilotage authority for 
such outport districts are performed through 
mittees. 

Certain pilotage dues in the port of London are 
collected in the first instance by officers of Cus¬ 
toms and Excise, viz. those in respect of foreign 
ships, not being excepted ships, trading to and 
from the port of London. 

As to ships inwards, the full amount of pilotage 
dues for the distance piloted, and as to ships out- 
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wards, the full amount of dues for the distance 
required by law, is to be paid to the chief officer 
of Customs and Excise in the port of London by 
the master, or any consignees or agents of the 
ship who have paid or made themselves liable 
to pay any other charge for the ship in the port 
of London. This officer gives a receipt for the 
dues, and in the port of London the ship may be 
detained until the receipt is produced to the 


proper officer of Customs and Excise. The chief 
officer of Customs and Excise pays over to Trinity 
House the pilotage dues, which are applied in 
paying for pilotage services any residue going to 
Trinity House Pilot Fund. 

A pilot may become entitled to salvage dues if 
it is clearly shown that he has performed services 
beyond those required from his duty as ^JlTot. 
(See Chapter VIII of this Part.) 


LIGHTHOUSE^ 


A lighthouse, in addition to its ordinary mean¬ 
ing, includes any floating or other light exhibited 
for the guidance of ships, and any sirens or other 
description of fog signals, or addition to any light¬ 
house of any improved light, siren, or other fog 
signal. 

Authorities 

As a general rule, the superintendence and man¬ 
agement of all lighthouses, buoys, and beacons are 
vested: 

In England end Wales and the Channel Islands, 
adjacent seas and islands, and Gibraltar, in 
Trinity House ; 

In Scotland and the adjacent seas and islands 
and the Isle of Man, in the Commissioners 
of Northern Lighthouses; and 
* In Ireland and adjacent seas and islands, in the 
Commissioners of Irish Lights. 

Persons wkh a local jurisdiction may be en¬ 
titled to exercise certain rights. 

Lighthouse authorities must make returns to the 
Board of Trade, and the Board, on complaint of 
insufficiency or improper management, may appoint 
an inspector. Trinity House and its officers may 
also inspect any lighthouse. 

A lighthouse authority lias ]>ower to erect or 
place any lighthouse, and add to, alter, or remove 
any lighthouse, erect or alter or remove any buoy 
or beacon, or vary the character of any lighthouse, 
with the incidental powers necessary to carry these 
objects into effect. 

The Commissioners of Northern Lighthouses 
and of Irish Lights must submit a scheme to 
'"‘SWttity House and obtain the sanction of the 
Board of Trade before exercising their powers. 
Trinity House, with the sanction of the Board of 
Trade, may direct these two Lighthouse Authori¬ 
ties as to works to be done. 

Light Dues 

A general lighthouse authority levies dues pay¬ 


able in respect of all ships, except those belonging 
to the King and others exempted. The scale may 
be revised by Order in Council. Tables of light 
dues must be posted at all Customs houses. Light 
dues aie levied with respect to the voyages made 
by ships or by way of periodical payment, anil no 
longer with respect to the lights passed. The 
scale is provided by the Act of 1898, but may be 
varied by Order in Council. Persons liable in 
respect of any ship are the owner or master or 
the consignees or agents who h^ive paid oi made 
themselves liable to pay any o^er charge on 
account of the ship at the port ot TKv ai rival or 
discharge. A ship may lie distrainciH.’ipon in 
default. \ 

All light dues are credited to the General Light 
house Fund. 

Local Lighthouses 

Lighthouses under any local management are 
ins{)ected by the general lighthouse authorities, 
who, with the sanction of the Board of Trade, 
have control over any local lighthouse authority. 

ljfiail light dues must be applied by the Authority 
for the purpose of construction and maintenance 
and improvement of the lighthouses, buoys, and 
beacons. 

Expenses of General Lighthouse 
Authorities 

These are met out of the General Lighthouse 
Fund, establishments being fixed by Order in 
Council. Estimates of accounts of expenses must 
be sent to the Board of Trade for approval. For 
the purposes of construction and repair, the Treas¬ 
ury may make advances. The Lighthouse Fund 
may be mortgaged by the Board of Trade. 

Offences 

Wilful or negligent injury to any lighthouse 
or lights, buoy or beacon, removal, alteration, 
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obstruction, or other injury, is an offence subject 
to a fine of £50. 

False lights may be put down by a lighthouse 
authority after giving notice for removal. Failure 
to comply with the notice is an offence subject to 
a fine of £100. 

Special Jurisdiction 

In the Channel Islands the powers of Trinity 
House must not be exercised without tjie con¬ 
sent of His Majesty in Council, nor dues col¬ 
lected without the consent of the States of those 
islands. 

In any British possession, with the consent of 
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the local legislature, lighthouse dues may be fixed 
by Order in Council. 

Application of Funds 

All fees, charges, and expenses payable in respect 
of survey, fees received by the Board of Trade and 
other authorities other than fines and forfeitures, 
and the general revenue resulting from the adminis¬ 
tration of the Act (except such dues as are payable 
to the General Lighthouse Fund), are paid into the 
Exchequer. All salaries, expenses, superannuation 
allowances, claims, {tensions, costs, and expenses are 
paid out of moneys provided by Parliament, and 
the accounts after audit are laid before Parliament 


TOWAGE 


Towage is a contract by which one vessel is 
employed to expedite the voyage of another, and 
is somewhat similar to salvage. (See Chapter 
VIII of this Part.) 

The employment of a steam vessel as a tug for 
towage is a contract implying risk both to the tug 


and the tow. There is no implied warranty to 
bring the ship to its destination at all hazards. In 
case of a collision between a tug and another 
vessel, if not actually in fault the tow is not liable, 
as a barge in tow has a right to expect that the 
tug will be carefully navigated. • 


ENQUIRIES INTO CASUALTIES 


With the object of avoiding disaster at sea, the 
law has not only made certain safety regulations, 
but has provided that a searching enquiry shall be 
held into casualties which have occurred. 

Where a shipping casualty has occurred, a pre¬ 
liminary enquiry may be held by the inspecting 
officer of the coastguard, or chief officer of customs 
near the coast, of the United Kingdom where it 
occurs, of elsewhere by such officer near any p^ce 
where witnesses arrive or are found or can be con¬ 
veniently examined, or in any case by any person 
appointed by the Board of Trade. 

Whero such a person, after a preliminary en¬ 
quiry, thinks a iormal investigation should beheld, 
or the Board of Trade directs one, a Court of Sum¬ 
mary Jurisdiction may hold such an investigation; 
or a Wreck Commissioner may hold an investiga¬ 
tion on request of the B6ard of Trade. The Court 
lias the assistance of assessors, and makes a report 
to the Board of Trade. The Board of Trade may 
cause an enquiry to be held in the case of loss of 
life from any fishing vessel’s boat. The Board of 
Trade may suspend or cancel the certificate of any 
master, mate, or engineer convicted of any offence, 
and such a certificate may be cancelled or sus¬ 


pended by any Court conqietent to hold a formal 
investigation into a casualty or an enquiry into* 
the conduct of a master, mate, or engineer, acting 
under the powers of tjie Act. The Board of Trade 
may cause an enquiry to be held as the conduct 
of a certificated officer. Admiralty Courts may re¬ 
move the master of any ship. The Board of Trade 
may order a case to be re-heard if new or impor¬ 
tant evidence comes to light or there is a sus¬ 
picion of a miscarriage of justice. In certain cases 
Colonial Courts may enquire into casualties and 
the conduct of officers. 

A Naval Court may be summoned by any officer 
in command of any of II.M. ships at a foreign 
station, or in his absence by a consular officer, 
and consists of from three to five members. Such 
a Court hears any complaint or investigates any 
wreck, abandonment, or loss. A Naval Court has 
power to remove the master or cancel or suspend 
certificates, discharge seamen, order payment Tu 
wages, and decide disputes and award costs and 
punishments. The Court may send a prisoner to 
the United Kingdom or to a British possession. 

Every Naval Court must make a full report to 
the Board of Trade. 
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Seaworthy Ships 

Any person sending or attempting to send, or 
party to the sending of or attempting to send, a 
British ship to sea in such an unseaworthy state 
that the life of any person is likely to be thereby 
endangered, is guilty of a misdemeanour, unless 
he proves that he used all reasonable means to 
ensure her being sent to sea in a seaworthy state, 
or that her going to sea in an unseawortliy state 
was under the circumstances reasonable and jus¬ 
tifiable. The master of such a British ship know¬ 
ingly taking her to sea in such an unseaworthy 
state is guilty of a misdemeanour, unless he 
proves that under the circumstances it was reason¬ 
able and justifiable. This does not apply to any 
ship employed exclusively in trading, or going 
from place to place, on any British river oi inland 
water. 

Notwithstanding any agreement to the contrary, 
there is an implied obligation in every agreement 
of service thaj the owner and the master and 
every agent charged with loading or preparing or 
sending the ship to sea will use all reasonable 
means to ensure the seaworthiness of the vessel 
at the time the voyage commences, and keep her 
in a seaworthy condition during the voyage. (See 
,Chapter III of this Part.) An unsafe ship either 
by reason of defective condition of hull, equip¬ 
ment, machinery, or undermanning, may Ik- de¬ 
tained by thg authorities. * 

In any proceedings against any seaman or ap¬ 
prentice for desertion or absence without leave, if 
a certain proportion of the seamen allege that the 
ship was not in a fit condition to proceed, or had 
insufficient accommodation, the Court mav have a 
ship surveyed. 

Courts of Survey 

A Court of Survey for a port or district consists 
of a judge and two assessors. The judge is sum¬ 
moned for the purpose out of a list, approved by 
the Secretary of State, of Wreck Commissioners, 
stipendiary or metropolitan police magistrates, 
"S^QUpty Court judges or other fit persons, or may be 
a special Wreck Commissioner. Assessors are per 
sons of nautical, engineering, or other special skill 
and experience summoned out of a list of persons 
periodically approved by a local marine board, or 
board of local shipowners or merchants, or ap¬ 
pointed by the judge. Wreck Commissioners are 
appointed by the Lord Chancellor. There are not 
to be more than three at any one time. 


A Court of Survey hears every case in open 
Court, acting under general rules. 

In cases of construction or scientific difficulty, 
the Board of Trade may refer a question to scien¬ 
tific referees. 

Draught of Water 

The *Board of Trade may direct any person 
appointed by them to record the draught of water 
of any sea-going ship, as shown on the scale of 
feet on her stem and stern, and the extent of her 
clear side in feet and inches, upon her leaving any 
dock, wharf, port, or harbour and proceeding to 
sea. The master of every British sea-going ship 
upon so leaving must record her draught of water 
and the extent of her clear side in the official log¬ 
book, and produce the record when demanded. 

“Clear side” means the height from the water 
to the upper side of the plank of the deck from 
which the depth of hold as staged in the register 
is measured, and the measurement, of the clear 
side is to be taken at the lowest parTV^lhe side. 

Marking of Load Lines 

Every British ship, and foreign ships wlii'e 
within any port in the United Kingdom, except 
sailing ships under 80 tons register employed 
solely in the coasting trade, fishing and pleasure 
yachts, or ships employed exclusively in trading 
or going from place to place in any river or inland 
water in British possessions, must be permanently 
and conspicuously marked with deck lines of ro- 
qujjfcd size and position. The owner of every such 
ship must mark upon each of her sides amidships 
a circular disc of the required colour, 12 in. in 
diameter, with a horizontal line of 18 in. through 
its centre. The centre of the disc, placed on a 
level approved by tho Board of Trade below the 
deck line, indicates the maximum load line, the 
“Plimsoll mark”, to which it is lawful to load 
the ship. Ships with the centre of the disc sub¬ 
merged are deemed unsafe, and will ho detained. 

The times for marking the load line arc stipu¬ 
lated by the Act in the case of foreign-going 
vessels and coasting vessels, and penalties are im¬ 
posed for failure to mark and for concealing, alter¬ 
ing, or obliterating a mark. The Board of Trade 
appoint the Committee of Lloyd’s Register or any 
other such corporation or association or officer of 
the Board of Trade to approve and certify the 
position of any disc indicating the load line, and 
make regulations as to load lines. The provisions 
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of a Colonial Legislature with respect to load lines 
may be declared by Order in Council and have 
the same effect; and the Board of Trade may 
certify that regulations of a foreign country may 
be effective also. 

The Act contains special restrictions on the 
carriage of dangerous goods. (See Chapter VI 
of tftis Part.) 

Provisions controlling the loading of timber as 
deck cargo are contained in the Acts of 1894 and 
1906, and for the carriage of grain in the,Act of 
1894. (See Chapter VI of this Part.) 

Equipment and Provisions for Safety 

Every British sea-going steamship, if employed 
to carry passengers, must have her compasses 
properly adjusted from time to time, and every 
British sea going steamship not used wholly as a 
tug must have fire hose connected with her engines. 
Penalties are imposed in default, and also upon 
any person who places undue weight on the safety 
valve. 

Signals of distress must be used or displayed 
only in the case of actual need, and a sea-going 
passenger jrJlimev or emigrant ship must be pro¬ 
vided wryfi signals of distress and proper supply 
of inextinguishable lights for attachment to life¬ 
buoys. Life-saving appliances must be carried, 
having regard to the nature of the service on 
which the ship is employed. A surveyor of ships 
may inspect for this purpose. The provisions 
may be applied to foreign ships in British ports. 
Anchors and chain cables must be tested in ac¬ 
cordance with regulations. 

Wireless Telegraphy m 

Wireless telegraphy has revolutionized com¬ 
munication with vessels at sea, and substituted, 
as far as regards ships which are installed with 


this apparatus, other distress signals. The distress 
signal is S.O.S. or C.Q.D. 

The International Conference on Wireless Tele¬ 
graphy, which concluded its sittings in July, 1912, 
considered the use of wireless telegraphy for the 
prevention of disasters at sea, and passed a unani¬ 
mous resolution in favour of the principle of com¬ 
pulsory equipment of ships in the general interests 
of navigation; this to be brought about by inter¬ 
national agreement. The Conference also recom¬ 
mended the establishment in each maritime coun¬ 
try of a number of coast stations with a permanent 
service adequate to the needs of navigation. New 
regulations to render the use of wireless telegraphy 
at sea more effective were passed. Ships are to lie 
required to provide an auxiliary source of power 
able to work the wireless apparatus for at least 
six hours. This installation is to be placed in as 
secure a position as possible, and must be entirely 
self-contained, so that an accident to the ship 
which stops the working of the ship’s engines need 
not affect the wireless apparatus. On ships of the 
first class a permanent watch by two fully qualified 
wireless operators must lie maintained, and on 
ships of the second class an operatqf is required to 
listen during the first ten minutes of every hour. 
In small shijis, fishing boats, &c., no regular period 
is presented. The Government will determine 
tlie classification. 

Both ship and shore stations are to suspend 
work and listen at the end of each quarter of an • 
hour in cases where it is likely that distress calls 
might not otherwise be heard. A ship in distress 
is to have control ofer the wirele.u working of 
all stations in its vicinity; the wireless operators 
on board being placed under the control of the 
captain. 

Other regulations facilitating communication 
with the shore by transmission of radio-telegrams 
by intermediate ships and intercommunication 
between ships were agreed to by the Conference. 


PREVENTION OF COLLISIONS 


Regulations applying to all foreign ships while 
they are within British jurisdiction, as well as to 
British ships, are made by Order in Council on 
the recommendation of the Admiralty and the 
Board of Trade for the prevention of collisions 
at sea. These regulations deal with distinctive 
lights and colours for various classes of ships, fog 
signals and speed in fog, steerage and sailing 
rules, signals for a vessel in sight of another, dis¬ 
tress signals, &c. (See Appendix to Vol. VIII.) 

Owners and masters of ships must obey the 
regulations, and not carry or exhibit any other 


lights, or use any other fog signals than those 
presented, non-observance being a misdemeanour. 
Surveyors of ships may inspect any ship for the 
purpose of seeing the provision of lights and f c** 
signals. 

In every case of collision between two vessels it 
is the duty of the master or person in charge of 
each vessel, so far as he can without danger to his 
own vessel, crew, or passengers, to render the other 
vessel such assistance as may be practicable and 
necessary, and to stay by until further assistance 
is not needed, and also to give the master or 
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person in charge of the other vessel the name and 
port of his own vessel, anil the names of the ports 
from which she has come and to which she is 
bound; hut failure of the master to stand by is 
no longer a presumption that the collision was 
due to his wrongful act or neglect or default. 
Failure to comply with any of these requirements 
is a misdemeanour. 

Wherever practicable, the master must immedi¬ 
ately after the occurrence enter a statement of any 
collision and the circumstances in the official log¬ 
book, the entry to be signed by the master and 
by the mate or one of the crew. 

By agreements with foreign countries, these 
collision regulations may be made applicable to 
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foreign ships outside British jurisdiction. (See 
also Chapter X of this Part.) 

Report of Accidents 

When a steamship has sustained any accident 
occasioning loss of life or serious injury to any 
person, or material damage affecting her seawdlthi - 
ness or efficiency, it must be reported by the owner 
or master within twenty-four hours, or as soon 
after a^s possible, to the Board of Trade. The 
managing owner or the ship’s husband of any 
British ship must report to the Board of Trade, 
in writing, the loss or feared loss of any British 
ship. 


THE TITANIC COMMISSION AND ITS RECOMMENDATIONS 


The enquiry by the Wreck Commissioner into 
the loss of the Titanic in April, 1912, was the 
most important enquiry of this nature that has 
been held, and its findings are entitled to the 
utmost consideration both in their bearings upon 
the actual requirements of the law and the regula¬ 
tions and administration of the Board of Trade. 
The peculiar facts of the case affecting that vessel’s 
navigation, of the greatest public interest, at the 
time, do not concern us here. The wreck was due 
to collision with an iceberg brought about through 
•navigation at excessive speed, but the captain was 
not found to have been negligent, as hitherto such 
navigation in ice had not been considered dangerous. 

The specially appointed *Wreck Commissioner 
was Lord Mersey of Toxteth, better known as 
Mr. Justice Bigbam, who was for a short time 
President of the Probate, Divorce, and Admiralty 
Division of the High Court, and who while at the 
Bar had a wide experience of commercial and 
shipping cases. Five assessors sat with the Com¬ 
missioner: Rear-Admiral the Hon. S. A. Gough- 
Calthorpe, Captain A. W. Clarke, Commander 
F. C. A. Lyon, Professor J. H. Biles, D.Sc., LL.D., 
and Mr. E. C. Chastoo, R.N.R. 

The Court held thirty-seven public sittings, and 
the Report was issued on 30 July, 1912. 

It has been remarked that every great maritime 
disaster has been followed by an increase in know- 

jge and improvement in practice which have 
secured greater safety and improved design and 
construction. This may be expected to be pecu¬ 
liarly true in regard to the Titanic. The Marine 
Department of the Board of Trade has always 
endeavoured to improve upon the condition of 
things actually required by the Merchant Shipping 
Acts, and ships have generally been equipped (as 
in the case of the Titanic’s boats) beyond the 


legal requirements. Without waiting for this 
Report or new regulations, many shipping com¬ 
panies expressed the intention of providing boat 
accommodation for every passenger. While the 
Report failed to find any j unification for the 
alleged want of due care in the ^supervision of 
the Board of Trade, the Commissions was not 
satisfied with the explanations offered excuse 
of the delay in revising the rules and regulations 
made so long ago as 1894. 

Perhaps the most noticeable recommendation 
was that, which would disregard what had been till 
that time a matter of international acceptance, viz. 
that when ships are divided into efficient water¬ 
tight compartments, boat equipment and other 
life-saving appliances may be proportionately re¬ 
duced. While recommending an improved divi¬ 
sion into water-tight bulkheads, the Court was 
noy of opinion that boat equipment coffld be re¬ 
garded as a subordinate matter. 

The Recommendations of the Court 

Water-tight Subdivision .—That the newly ap¬ 
pointed Bulkhead Committee should enquire and 
report, among other matters, on the desirability 
and practicability of providing ships with (a) a 
double skin carried up above the waterline; or, as 
an alternative, with ( b ) a longitudinal, vertical, 
water-tight bulkhead on each side of the ship, 
extending as far forward and aft as convenient; 
or (c) with a combination of (a) and (b). Any one 
of the three (a), (b), and (c) to be in addition to 
water-tight transverse bulkheads. 

That the Committee should also enquire and 
report as to the desirability and practicability of 
fitting ships with (a) a deck or decks at a con¬ 
venient distance or distances above the waterline 
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which shall be water-tight throughout a part or 
the whole of the ship’s length; and should in this 
connection report upon (6) the means by which 
the necessary openings in such deck or decks 
should be made water-tight, whether by water¬ 
tight doors or water-tight trunks, or by any other 
and what means. 

That the Committee should consider and report 
generally on the practicability of increasing the 
protection given by subdivision; the object being 
to secure that the ship shall remain afloat with the 
greatest practicable proportion of her length in 
free communication with the sea. 

That when the Committee has reported upon 
the matters before mentioned, the Board of Trade 
should take the report into their consideration and, 
to the extent to which they approve of it, should 
seek statutory powers to enforce it in all newly- 
built ships, but with a discretion to relax the 
requirements in special cases where it may seem 
right to them to do so. 

That the Board of Trade should be empowered 
by the Legislature to require the production of 
the designs and specifications of all ships in their 
early stages of construction, and to direct such 
amendments of the same as may be thought neces¬ 
sary and practicable for the safety of life at. sea in 
ships. (This should apply to all passenger-carrying 
ships.) 

Lifeboats am £ Rafts. —That the provision of 
lifeboat and raft accommodation on board such 
ships should bo based on the number of persons 
intended to be carried in the ship and not upon 
tonnage. 

That the question of such accommodation should 
lx*, treated independently of the question of the 
subdivision of the ship into water-tight compart¬ 
ments. ^This would involve the abolition of Rule 
12 of the Life Saving Appliances Rules of 1902, 
which is to the following effect:—“When ships 
of any class are divided into efficient water-tight 
compartments, to the satisfaction of the Board of 
Trade, they shall only be required to carry addi¬ 
tional boats, rafts, and buoyant apparatus of one- 
half of the capacity required by these rules, but the 
exemption shall not extend to life-jackets or similar 
approved articles of equal buoyancy suitable to be 
worn on the person.’’) 

That the accommodation should be sufficient 
for all persons on board, with, however, the quali¬ 
fication that in special cases where, in the opinion 
of the Board of Trade, such provision is imprac¬ 
ticable, the requirement may be modified as tho 
Board may think right. (In order to give effect 
to this recommendation, changes may be necessary 
in the sires and types of boats to be carried and in 
the method of stowing and floating them. It may 


also be necessary to set apart one or more of the 
boat decks exclusively for carrying boats and drill¬ 
ing the crew, and to consider the distribution of 
decks in relation to the passengers’ quarters.) 

That all boats should be fitted with a protective, 
continuous fender, to lessen the risk of damage 
when being lowered in a seaway. 

That the Board of Trade should lie empowered 
to direct that one or more of the boats be fitted 
with some form of mechanical propulsion. (This 
is permissible but not compulsory under the Regu¬ 
lations of 1910.) 

That there should be a Board of Trade regula¬ 
tion requiring all boat equipment (under sections 
5 and 6, page 15 of the Rules, dated February, 
1902, made by the Board of Trade, and requiring 
the equipment of boats with oars and appliances 
for navigation, lamps, &c.) to be in the boats as 
soon as the ship leaves harbour. The sections 
quoted alvovo should be amended so as to provide 
also that all boats and rafts should carry lamps 
and pyrotechnic lights for purjtoses of signalling. 
All boats should bt: provided with compasses and 
provisions, and should be very distinctly marked 
in such a way as to indicate plainly the number 
of adult {arsons each boat can carry when being 
lowered. 

That the Board of Trade inspection of boats 
and life-saving appliances should be of a more 
searching character than hitherto. (This and 
other recommendations bear out the Report on* 
the Oceana. See page 29.) 

Manning the Bmtg and Boat Drills .—That in 
cases where the deck hands arc nefc sufficient, to 
man the boats, enough other members of the 
crew should be men trained in boat work to make 
up the deficiency. These men should be required 
to pass a test in boat work. 

That in view of the necessity of having on hoard 
men trained in boat work, steps should be taken 
to encourage the training of boys for the Merchant 
Service. (See Chapter III of this Tart.) 

That the operation of section 115 and section 
134 (a) of the Merchant Shipping Act, 1894 (re¬ 
lating to agreements with and wages of the crew), 
should be examined, with a view to amending the 
same so ,'is to secure greater continuity of service 
than hitherto. 

That the men who are to man the boats should 
have more frequent drills than hitherto. That in 
all ships a boat drill, a fire drill, and a water-tight 
door drill should be held as soon as possible after 
leaving the original port of departure and at con- < 
venient intervals of not less than once a week 
during the voyage. Such drills to be recorded in 
the official log. 

That the Board of Trade should be satisfied in , 
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each case before the ship leaves port that a scheme 
has been devised and communicated to each officer 
of the ship for securing an efficient working of the 
boats. 

General Recommendations. — That every man 
taking a lookout in such ships should undergo a 
sight test at reasonable intervals. 

That in all such ships a i>olicc system should 
be organized so as to secure obedience to orders, 
and pro[>er control and guidance of all on board in 
times of emergency. 

That in all such ships there should be an instal¬ 
lation of wireless telegraphy, and that such installa¬ 
tion should be worked with a sufficient number of 
trained operators to secure a continuous service 
by night and day. In this connection regard 
should be had to the resolutions of the Interna¬ 
tional Conference on Wireless Telegraphy (see page 
38). That where practicable a silent chamber for 
“ receiving ” messages should form part of the in¬ 
stallation. 

That instruction should be given in all Steam¬ 
ship Companies’ Regulations that, when ice is 
reported in or near the track, the ship should 
proceed in the«dark hours at a moderate speed 

LIFE-SAVING 

The Rules for Life-saving Appliances issued by 
•the Board of Trade are set out in an Appendix 
to Vol. VIII. 

In June, 1913, the Departmental Committee on 
Boats and Davits made important recommen¬ 
dations in their Report (w r ith Designs) (Cd. 6846). 

This Committee was appointed to advise the 
Board of Trade as to what are the most efficient 
arrangements for stowing boats m steamships of 
all classes, for launching them in an emergency, 
and for embarking the passengers and crew; as to 
whether, and if so to what extent, mechanical 
propulsion can with advantage be adopted either 
in addition to or in substitution for propulsion by 
oars aud sails; and as to the question of rafts, and 
in particular whether, if of approved character, 
they should be allowed in substitution for boats, 
and if so to what extent and under what con¬ 
ditions ; and generally on the subject of safety of 
life at sea. The principal recommendations were 
as follows:— 

Stability 

• Stirling’s Rule should in all cases be used to 
determine the capacity of open boats. The actual 
stability of a boat when fully loaded should be 
the criterion of the fitness of the boat to carry 
the intended number of t'ersons. The stability of 


or alter her course so as to go well clear of the 
danger zone. 

That the attention of masters of vessels should 
be drawn by the Board of Trade to the effect that 
under the Maritime Conventions Act, 1911, it is 
a misdemeanour not to go to the relief ot a vessel 
in distress when possible to do so. (This w r as done.) 

That the same protection as to the safety of life 
in the event of casualty which is afforded to emi¬ 
grant ships by means of supervision and inspection 
should be extended to all foreign-going passenger 
ships. (See page 30.) 

International Conference. —- The Report con¬ 
cluded with what is clearly the most needed factor 
in any comprehensive scheme of improved condi¬ 
tions of safety at sea. It was recommended that 
(unless already done) steps should be taken to call 
an International Conference to consider, and as 
far as possible to agree upon, a common line of 
conduct in respect of (a) the subdivision of ships; 
(b) the provision and working of life-saving ap¬ 
pliances; (c) the installation of wireless telegraphy 
and the method of working the same; (d) the re¬ 
duction of speed or the alteration of course in the 
vicinity of ice, and (e) the use of searchlights. 

APPLIANCES 

completely decked lifeboats can only be ensured 
provided that the deck can be cleared of water 
almost instantaneously; but by adding permanent 
watertight bulwarks, placing buoyancy banks along 
the sides in the angle between the deck and the 
bulwarks in order to increase the maximum right¬ 
ing moment, and providing means for rapidly 
discharging the water which breaks aboard, an 
efficient type of life-saving appliance wilt be pro¬ 
duced, and a decked lifeboat fitted with these sug¬ 
gested improvements should l>e allowed to carry 
an increased number of jjersons. 

Stowage of Boats 

In foreign-going passenger and emigrant ships 
arrangements for transferring boats from one side 
of the deck to the other should be compulsory, 
but the stokehold ventilation must not in any 
way be sacrificed to obtain this object. The stow¬ 
age of boats on decks below the uppermost deck 
is not generally recommended, but may sometimes 
be necessary. Where boats on one dock are im¬ 
mediately above the boats on another, effective 
precautions must be taken to prevent the upper 
boat being lowered on the underneath boat in an 
emergency. When it is necessary to carry more 
boats than can be provided by stowing open boats 
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and deck boats directly under davits, the extra 
boats should be stowed parallel with the davits 
so far as possible. Approved appliances should 
be provided for moving the boats up to the davits. 

Pontoon Rafts, &c. 

With regard to home-trade passenger vessels, 
as largo a proportion of the life-saving appliances 
as is reasonably practicable should be lifeboats. 
When it is difficult to carry lifeboats, pontoon 
rafts (the conditions and equipment of which are 
set out) to as, great an extent as is reasonably 
possible should be fitted, the remainder of the 
life-saving appliances being supplied in the form 
of buoyant deck-seats or other approved buoyant 
apparatus. When it is not possible, in foreign- 
going passenger and emigrant ships, to provide 
sufficient accommodation in boats, approved pon¬ 
toon rafts should lie accepted, subject to the 
reservation that the total number of persons for 
whom accommodation is supplied in the form of 
rafts should in no case exceed 25 per cent, of the 
total number of persons for which the vessel is 
certified or the number on board, whichever is 
the greater. In buoyant deck-seats stability and 
buoyancy are of equal importance. 

Proper Distribution 

Life-jackets a ft most valuable appliances for 
saving life in home-trade passenger steamers, and 
their proper distribution in au emergency is a 
matter of prime importance. Life-jackets and life¬ 
buoys should be widely distributed over the ship. 

Launching 

There are serious objections to the use of 
“chutes” or slipways, cradles, or moving platforms 
which are lowered down the vessel’s side in guides, 
cranes, and derricks for launching ships’ boats. 
It is in general safer to lower boats as close to 
the vessel’s side as possible, and there arc several 
types of derricks in existence which fulfil all the 
necessary requirements. The Board of Trade should 
in every case satisfy themselves that efficient means 
are available for keeping the boat close to the ship’s 


side while the passengers are embarking, and these 
appliances should be used at all boat-drills at which 
the boats are lowered. Power should never be 
allowed in complete substitution for hand gear. It 
is highly desirable that the method of operating 
the gear and the position of the handle, chain, or 
whatever actuates the gear should be standardized. 

Motor Boats 

The carriage of mechanically propelled boats 
should be optional for all classes of steamships, 
but whatever be the number of boats carried on 
any ship the shipowner should be allowed the 
option of carrying one mechanically propelled 
boat if lie so desires. In the case of a vessel 
carrying a considerable number of lifeboats it 
would be preferable to carry a small number of 
high-powered motor boats rather than a large 
number of low-powered boats. In general, two 
motor boats on each side should be sufficient, and 
they should be as large and as powerful as pos¬ 
sible. At least sufficient fuel to cover a radius of 
100 miles should be carried. 

Embarking Passengers 

The Committee urge that passengers should be 
embarked at the lowest open deck, the boats 
being lowered to that level from the boatdeck. 
They consider that the allocation of places in« 
particular boats to the passengers is impracticable 
and likely to cause confusion, unless the number 
of boats is small. It is not necessary to require 
any of a ship's boats to be fitted either with a 
wireless telegraphy installation or with a special 
submarine bell. 

Efficiency depends upon Competency 

In conclusion the Committee remark: “Our 
recommendations are based upon the assumption 
that the men are competent to handle the life¬ 
saving appliances on board, and that proper dis¬ 
cipline and obedience are secured so as to ensure 
that the fullest efficiency is attained. We under¬ 
stand that these matters are receiving the careful 
attention of the Board of Trade.” 
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Contract—N on-performance. 


INTRODUCTORY 


The contract of affreightment is the conti act for 
the carriage of goods in vessels, and is usually 
made either by bill of lading or charter-party. 
Freight is the amount payable for the carriage. 
When goods are shipped in a general ship, along 
with cargo belonging to other shippers, the con¬ 
tract is generally contained in a bill of lading. 

• When the whole or the principal portion of the 
ship is engaged by a charterer, the contract is by 


charter-party. The former is fhe most common 
instance of carriage by sea, and the modern ten¬ 
dency in the shipping world is towards consolida¬ 
tion of shipping laws and a form of contract 
which is more or less in use by all shipowners, 
with adaptations to the particular class of cargo 
carried. General considerations with regard to 
carriage by sea must first be considered in this 
chapter. 


CARRIERS BY SEA 


Carriers both by land and sea holding them¬ 
selves out to receive and carry goods for reward 
are responsible for the safe delivery of the goods, 
subject to certain exceptions. (See also Part V, 
Chapter V.) With regard to sea carriage, these ex¬ 
ceptions are: the act of God, the King’s Enemies, 
some fault in the goods themselves aj>art from the 
method of carriage or stowage, goods properly jet¬ 
tisoned, illegality in the contract, certain statutory 
exceptions under the Merchant Shipping Act, and 
any special exceptions incorporated with the con¬ 
tract. 

The common law duty of the carrier is to take 
all reasonable care arid to ensure the safety of the 
goods, where he has been paid for their carriage. 
If, however, there is no payment, he is liable only 
for loss or damage due to his want of careful 
management. 

A common carrier (as has been seen elsewhere, 
Part V, Chapter V) is one who is engaged in 
a general business for the carriage of goods, and 


who holds himself out as ready to carry the goods 
of anyone. Apart from being a commdn carrier, 
as is ordinarily a person taking cargo in a general 
ship, a shipowner is liable for the safe carriage of 
goods received, unless the ordinary liability has 
been varied by the contract, as it frequently is. 
A common carrier is bound to take goods if he 
has room, and to carry them at a reasonable rate. 

In 1671, the case of Morse v. Slue decided that 
where the cargo on a vessel lying in the Thames 
which had been shipped for Cadiz was taken by, 
robbers before sailing, the master was liable, al¬ 
though he had not been guilty of any negligence. 

“Act of God” 

The “act of God”, as Lord Justice James said 
in Nugent v. Smith (1876), “ is a mere short way of 
expressing this proposition: a common carrier is 
not liable for any accident as to which he can 
show that it is due to natural causes, directly and 
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exclusively, without human intervention, and that 
‘it could not have been prevented by any amount 
of foresight and pains and care reasonably to be 
expected from him" This was the case of the 
carriage of a mare from London to Aberdeen, the 
ship encountering exceptionally rough weather, 
, and the injuries incurred being due partly to the 
rough weather and partly to the rastlessness of 
the animal itself. The defendant was held not 
liable, because a carrier does not ensure against 
* the irresistible act of nature or against defqpts in 
the thing carried. 

The King’s Enemies 

This exception covers acts done by states and 
peoples with whom the {Sovereign of the ship¬ 
owner is at war at any time during the carriage 
of the goods. The exception does not include 
robbers by land, although it includes pirates 
(generally an express exception), as the enemies 
of all civilized states. The master is justified in 
putting into port and delaying the voyage in 
order to avoid eaj«ture by the enemy. (Woe also 
as to Deviation, Chapter VII of this Part.) 

Inherent Defects 

It is a well-established exception to the ordi¬ 
nary liability of tl^e carrier that he is not answer- 
able for loss resulting from some defect in the 
thing carried which is not due to the method of 
carnage or stowage or any want of care on the 
part, of the ship, considering the knowledge pos¬ 
sessed or which ought to be possessed by the ship¬ 
owner or the ship’s sorvants sis to the character 
of the goods carried. For example, loss resulting 
from the illness of animals, change in perishable 
goods, or change in goods due to heat or other 
natuml cause or defective packing, provided that 
the shipowner has not received notice and ought 
not to have taken special precautions having re¬ 
gard to the character of the goods, must fall upon 
the shipper. 

This exception will also cover damage due to 
defect in the particular goods carried, as where 
machinery was broken in consequence of a flaw 
in its make. 

Shippers are bound not to ship dangerous goods 
or goods dangerously packed without disclosing 
their nature. (See also p. 50.) 

Jettison 

1 he shipowner is not liable for the loss of goods 
properly jettisoned (see also p, 50), or damage in 
consequence of efforts made to preserve the ship 


and cargo, as where water was poured on goods 
to put out fire. This exception was established 
so long ago as 1600, in Mouse’s Case. The 
Gravesend ferry was overloaded, and in dunger of 
sinking with several passengers. A casket and 
£l 13, besides other goods, were thrown overboard 
to lighten the ferry and to save life. It was held 
that the ferry owner was not liable, apart from 
the question as to whether he was responsible for 
overloading. In a case of imminent danger the 
master has a right to throw cargo overboard. He 
may select what articles shall be sacrificed, and, if 
necessary, even the whole cargo may be jettisoned. 
The ship and cargo contribute to the loss accord¬ 
ing to average. (See Chapter IX of this Part.) 

Illegality 

It is an excuse for the performance of the con¬ 
tract that it is illegal at the time according 
to British law or the regulations of the British 
Government, or if it subsequently becomes illegal 
owing to a declaration of war. But the exception 
docs not include the acts of those who are un¬ 
authorized, nor the acts of foreign* governments, 
except perhaps where the carriage is in a foreign 
ship and it is prevented by the act of the govern¬ 
ment of that ship. 

Fire 

It is provided by the Merchant Shipping Act, 
1894, sec. 50 2 , that t)* 1 owner of a British sea¬ 
going ship is not to be liable to any A tent what¬ 
ever for loss or damage happening without his 
actual fault or privity where any goods, mer¬ 
chandise, or other things whatsoever taken in or 
put on board his ship are lost or damaged by 
reason of fire on board the ship. This exemption 
will apply even though the owner has been 
guilty of a breach of the warranty of sea¬ 
worthiness, unless by the terms of the contract 
the operation of this section of the Act has been 
excluded. 

Special Goods 

The same exception applies in the case of owners 
of British ships duly registered where any gold, 
silver, diamonds, watches, jewels, or precious stones 
are taken in or put on board the ship, the true 
nature and value of which have not at the time 
of shipment been declared by the owner or shipper 
to the owner or master of the ship in the bills of 
lading or otherwise in writing, and they are lost 
or damaged by reason of any robbery, embezzle¬ 
ment, making away with, or secreting. 
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Limitation of Owners’ Liability 

The owners of a ship, British or foreign, are not 
liable for damages where the occurrence takes 
place without their actual fault or privity, beyond 
certain amounts: 

(a) Where any loss of life or personal injury is 
caused to any person being carried in the ship; 

(b) Where any loss or damage is caused to any 
goods, merchandise, or other things whatsoever 
on board the ship; 

(c) Where any loss of life or personal injury 
is caused to any person carried in any other 
vessel by reason of the improper navigation of 
the ship; 

(d) Where any loss or damage is caused to 
any other vessel or to any goods, merchandise, 
or other things whatsoever on board any other 
vessel by reason of the improper navigation of 
the ship. 

The limitations on the amount of damages re¬ 
coverable are as follows: 

In respect of loss of life*or personal injury, 
either alone or together with loss of or damage 
to the vessel,igoods, merchandise, or other things, 
an aggregate amount not exceeding £15 for each 
ton of their ship’s tonnage; and in respect of loss 
of or damage to vessels, goods, merchandise, or 
other things, whether there be in addition loss of 
life or personal injury or not, an aggregate amount 
not exceeding £8 for each ton of their ship’s ton¬ 
nage. 

The tonnage for the pufposc of a steamship is 
her registered tonnage, with the addition of any 
engine-room space which has been deducted for 
the purpose of ascertaining that tonnage. The 
tonnage of a sailing ship is her registered tonnage. 
Any space occupied by seamen or apprentices and 
appropriated to their use which is certified under 
the regulations is not included in such tonnage. 
The tonnage of a foreign ship is, if possible, 
ascertained by measurement according to British 
law, otherwise it is certified by the surveyor- 
general of ships in the United Kingdom, or the 
chief measuring officer of any British possession 
abroad. 

The owner of every sea-going ship or share in 
it is liable in respect of every such loss of life 
or personal injury, loss of or damage to vessels, 
goods, merchandise, or other things arising on dis¬ 
tinct occasions to the same extent as if no other 
loss, injury, or damage had arisen. 

The limitation of liability is extended by the 
Act of 1900 to all cases where, without the 
owner’s actual fault or privity, any loss or damage 
is caused to property or rights of any kind, 
whether on land or water, or whether fixed or 


[Burt VI 

moveable, by reason of the improper navigation 
or management of the ship. 

A similar limitation is also put upon the liability 
of the owners of any dock or canal, or of a har¬ 
bour or conservancy authority, in respect of loss 
or damage caused to any vessels or goods within 
their jurisdiction. 

As to the application of this rule to any carriage 
where part of the transit of the goods is by sea, 
and as to the general exemptions enjoyed by rail¬ 
way companies, see Part V, Chapter V. 

Pilotage 

The owner or master of the ship is not answer- 
able to any person whatever for any loss or damage 
occasioned by the fault or incapacity of any quali¬ 
fied pilot acting in charge of the ship within any 
district where the employment of a qualified pilot 
is compulsory by law. The loss must be due to 
some fault or incapacity of the pilot, for his pres¬ 
ence on the ship does not relieve the master and 
crew from the proper discharge of their ordinary 
duties. As to the employment of pilots, see 
Chapter V of this Part. 

Carriers’ Negligence 

The carrier is not entitled to the benefit of im¬ 
plied exceptions if he has been negligent or if he 
has deviated from the voyage, nor if the ship was 
unseaworthy on sailing and the loss would not 
have arisen but for that unseaworthiness. 

Implied Terms 

Terms are implied in every contract for sea 
carriage as to seaworthiness of the ’vessel, for 
reasonable dispatch of the goods, and that the 
ship shall not deviate except for the purpose of 
saving life or protecting the ship and cargo from 
imminent peril. (See also Chapter VII of this 
Part.) It is almost invariably the case that these 
implied terms are subject to express stipulations. 

Seaworthiness 

It is an absolute undertaking on the part of the 
shipowner that the ship, machinery, and equip¬ 
ment are seaworthy for ordinary purposes, that 
they are fit for the special voyage and for the 
carriage of the particular cargo. (As to express 
exceptions, see p. 61.) This carries with it the 
warranty that the ship is navigated by a compe¬ 
tent master and crew, that a pilot will be taken 
on board at the usual places where a pilot is 
needed, and that the cargo will be safely and pro- 
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perly stowed. (See Chapter VII of this Part) 
"The undertaking is that the shipowner at the 
time of receiving the cargo and at the time of 
sailing will have taken all the precautions which 
a prudent shipowner would take in regard to a 
ship. The general equipment of the vessel will 
include requirements as to special fitness for a 
'particular cargo; as, for example, that the re¬ 
frigerating machinery is in proper order for the 
carriage of a cargo of frozen meat. 

Where a voyage is to be undertaken in stages, 
it is usually sufficient if the ship is equipped 
for the first stage; and so on for each subse¬ 
quent stage. 

Deck Cargo 

Deck cargo is that which is carried either in an 
uncovered space on deck, or in any covered space 
not included in the contents according to the 
ship’s registered tonnage. 

[n the case where it is carried, this alone may 
not make the ship unseaworthy, but liability de¬ 
pends rather upoi^the facility with which such 
deck cargo could be got rid of, as in certain eases 
there would be no danger. 

If any ship arrives between 31 October and 16 
April at any port in the United Kingdom, or any 
port out of the United Kingdom, carrying timber 
as deck cargo, the master and owner, if privy to 
the offence, is liable to a fine of £5 per thousand 
cubic feet of timber so carried. Goods placed on 


deck owing to bad weather are excepted. RuleB 
are made by the Board of Trade as to the carriage 
of wood as deck cargo. 

Carriage of Grain 

Obligation is imposed upon the master and 
any agent of the owner of the ship charged 
with the loading or sending her to sea to take 
all necessary and reasonable precautions in order 
to provent grain cargo from shifting. In default 
there is a fine of £300. For grain cargoes laden 
in a port of the Mediterranean or Black Sea, 
or on the coast of North America, special pre¬ 
cautions must be taken as laid down in the 
Act, and the Board of Trade regulations must 
be complied with. 

Deviation 

It is usual for a term of the contract to jirovide 
that a vessel may deviate not only for saving life, 
but also for saving»property. (See also Chapter 
VII of this Part.) 

Dispatch 

Dispatch is an implied undertaking on the part 
of both merchant and shipowner. If there is no 
stipulated time, it is implied that a reasonable time 
only shall be taken in loading and discharging. 
(See also Chapter VII of this Part.) 


CARRIAGE IN A GENERAL SHIP 


When the whole or the principal portion of a 
ship is engaged, the contract is by charter-paMy 
(see p. 44); but when goods are shipped in 
what is known as a general ship or a ship “on 
the berth”, the contract is usually by bill of lad¬ 
ing. Where the shipment takes place in a ship 
belonging to a regular line, the terms of the bill 
of lading are generally well known, and such a 
bill of lading will therefore usually form the 
actual contract; but in other cases, although 
the bill of lading is evidence of the contract, 
it may or may not contain its whqjta terms, 
as the contract may have been made before 
the bill of lading was issued, or be affected 
by the terms of the mate’s receipt, by ship¬ 
ping cards, advertisements, and other announce¬ 
ments as to the ship made by the owners or 
shipbrokers. 


The carriage may be accepted on a through 1 
of lading covering shipment by several ships 
by ship and rail or other land carrier. 


Shipment of Goods 

The usual course is for the terms of shipment to 
be arranged and for the goods to be delivered to 
the ship. A mate’s receipt is then given for them. 
Except in short coasting voyages, the mate’s receipt 
is afterwards exchanged for bills of lading. On 
every contract for carriage by sea, certain terms, 
as we have seen, are implied, although it usually 
happens that express terms govern the contract 
For the breach of an engagement to ship goods 
there may be an action for damages. 

Special contracts obtain in particular trades 
which require peculiar conditions of shipment 
and carriage and therefore a varied wording of 
the bill of lading. The usual course is for the 
bill of, lading to be procured from the ship’s 
agent and filled up by the shipper with the par¬ 
ticulars of his shipment, the number of packages, 
and marks. It is then checked on behalf of the 
ship and signed by the master or ship’s agent, 
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generally being exchanged for the mate’s receipt, 
as the holder of the mate’s receipt is usually the 
person entitled to the bill of lading. The mate’s 
receipt may, however, have changed hands, but 
as it is not a negotiable instrument, title to the 
goods does not pass by its delivery, and notice 
must be given to the ship of the transfer of the 
goods. The bill of lading requires a Gd. stamp. 
It is usual for convenience of transmission for 
bills to be issued in sets of three or four, “ one of 
which being accomplished, the others to stand 
void”. The master keeps one of the bills; the 
rest are given to the shipper. 

Shipowner’s Liability 

It is not competent for the shipowner to alter 
the terms of the contract of carriage after goods 
have been put on board. 

Every bill of lading in the hands of a consignee 
or endorsee for valuable consideration, representing 
goods to have been shipped on board a vessel, is 
conclusive evidence of such'shipment as against 
the master or other person signing, notwithstand¬ 
ing that the goods may not have been so shipped, 
unless the holder of the bill had actual notice at 
the time of receiving it that the goods had not 
been put on board. The master or other person 
signing may exonerate himself by showing that 
such misrepresentations were caused without any 
default on his part and wholly by the fraud of the 
shipper or the holder or some person under whom 
the holder claims. , 

A shipo\fher is liable for the delivery of goods, 
but he is not in the ordinary course responsible 
for any defect or want of quality in the goods. 
The usual terms are so many parcels “marked 
and numbered as in the margin, weight and con 
tents unknown”. He is not responsib! ■, therefore, 
for delivery of goods with special marks, even 
when they indicate quality, as where goods of 
the same description belonging to different owners 
are shipped together and become mixed. 

The bill of lading as a rule contains the terms 
“received in good order and condition”, and if 


there is any qualification of these terms, it will 
not be a “clean” bill of lading. Where in one 
case goods were damaged before shipment, but 
nevertheless the master signed a bill of lading 
“shipped in good order and condition”, although 
the damage was apparent, the shipowners were 
held bound by the representation of the master, 
on the bill of lading that the goods were in good 
order and condition, because third parties, who 
could not havo known, were affected. Purchasers 
of tjje goods from the shippers before delivery ' 
as endorsees of the bill of lading had altered their 
position and acted to their own prejudice on the 
face of that representation, and therefore the ship¬ 
owners were not entitled to deny the truth of the 
representation. They were held liable for not de¬ 
livering the goods in good order and condition, 
the damages being the difference in price paid 
and the value, with reasonable expenses— Cam- 
■pa>iia Navivra Vascanzada v. Churchill and Sim 
( 1000 ). 

Tlie shipowner’s undertaking is for safe delivery, 
subject to excepted perils, and even implied ex¬ 
ceptions must be inserted in tile express contract. 
It always happens that the express exceptions go 
far beyond those implied, which have been already 
noticed. 

All exceptions are construed as against the 
shipowner, whose common-law liability must lw 
distinctly rebutted. Exceptions apply during 
the loading, the voyage, and the discharge of the 
cargo. There may be a general limitation of lia¬ 
bility by a special clause in the bill of lading, 
even where the loss is not through excepted perils; 
for example, where it is agreed that shipowners 
are not to be liable above a certain amount for 
goods unless their value is declared. Such a 
limitation would not, however, affect t£e ordinary 
warranty of seaworthiness or relieve the ship¬ 
owner from general average contribution. Ex¬ 
ceptions differ in every trade in number and scope, 
and there is a tendency to enlarge them. 

The following is a form of Bill of Lading, with 
some of the usual special clauses and excep¬ 
tions: 
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Form of Bill of Lading 

Shipped or delivered for shipment in apparent good order and condition by* 

.on board the steamship.lying in or off the port of. 

with liberty to call at any ports and in any order, to sail without pilots, and to 
tow and assist vessels in distress, two hundred and fifty packages, being marked 
and numbered as in the margin; for delivery from the ship’s deck (where the 
carrier’s responsibility ceases), subject to ship’s engagements not hereby disclosed,, 
and though altering the voyage or involving a deviation therefrom, at the port. 

of.or so near thereunto as she may safely get (the Act of God; the 

King’s enemies; robbers or thieves by land or sea; restraint of princes, rulers, 
or people; perils of the sea, barratry of the master or crew, jettison, effect of 
climate, heat, fire Or water, leakage, stranding, collision, and the consequences of 

such dangers and accidents excepted), unto...or to the order of. 

.or to his or their assigns. 

Freight and primage for the said goods as per margin is to be paid by the 

shippers in. Average, if any, to be adjusted according to York-Antwerp 

Rules, supplemented by English practice where such rules contain no provision 
(See Chapter IX of this Part.) 

General average loss to be borne by those on whom it has fallen. 

Weight, measurement, contents, and value (except for the purpose of estimating; 
freight) unknown. [The owners will not be resporfcible for valuable packages, 
Unless freight has been paid ad valorem, and contents and value inserted in the 
shipping note, and Bill of Lading signed in accordance therewith- A valuable 

package is one of greater value than.pounds, or one whose contents or 

any part thereof exceed in value.pounds per cubic foot for measurement, 

or per one cwt for weight cargo. Liability for the loss of or damage to any 
piece or package shall never exieed the invoice value of such piece or package.} 

Demurrage.pounds per day for detention of ship, if caused by consignees 

not taking delivery as fast as steamer can discharge. (See Chapter VII of this Part.) 

The shipowners to have a lien on the cargo, though landed, for any expense 
or liability incurred in consequence of giving bond a^ a previous port for the 
customs duty on the cargo. • 

Any claim that may arise hereunder must be made at the port of delivery. 
Shippers, whether principals or agents, shall be liable for loss or damage to 
any person or interest whatsoever caused by dangerous or injurious goods shipped 
without full disclosure of th*eir nature and whether shippers are aware thereof or 
not. Such goods may be destroyed without compensation. 

[If the discharge of the cargo be, or threaten to be, impeded by bad weather, 
or by absence from whatever cause of facilities of discharge or landing, the master 
to have liberty at ship’s expense but shipper’s risk from the time of leaving ship'a 
deck to land and store the whole or part of the cargo or put same into hulk, 
lighter, or craft, or proceed on the voyage with the whole or part of the cargo, 
and either discharge it on the return voyage or forward it to destination from 
another port, always subject to the conditions of the forwarding conveyance.] 
This Bill of Lading shall constitute the contract between the owners of the 
goods and the shipowners, which shall be construed and governed by English law 
and shall apply throughout the transit 

In witness whereof the master or agent of the said ship has signed. 

bills of lading, all of this tenor and date, one of which being accomplished the 
others to stand void. 

Dated at. 

By Authority of Owners, 

Master or Agent. 

93 


Van Vtt 
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Common Exceptions 

The common exceptions are as follows: the 
*' Act of God” and the King's Enemies (see p. 46); 
Restraint of princes, which means the interference 
of any constituted government or ruling power of 
any country, whether enemy or not, as the effect 
of quarantine or embargo. If a ship carries 
enemies’ goods, this is a breach of duty towards 
the other shippers, and the exemption “restraint 
of princes” cannot be pleaded by the shipowner 
—Dunn v. Bucknall (1902). 

“ Pirates ” are generally specially excepted, al¬ 
though probably included under the “King’s 
Enemies ”. 

“ Robbers or thieves ” ordinarily mean those with¬ 
out the ship, arul the exception would therefore 
not cover acts of the crew or passengers; but it is 
usual for a clause to be used “robbers or thieves 
by land or sea, whether on board or not, or in the 
service of the owners of the carrying ship”. 

“ Perils of the seas, ports, rivers, ami of naviga¬ 
tion, and the consequences of 1 'all such dangers and 
accidents." —This is an extended term implying 
much more »than the term “ perils of the sea ” 
simply. The expression “perils of the sea” docs 
not mean the consequence of other perils arising 
on the sea, such as damage due to the inevitable 
action of wind and waves resulting in wear arid 
tear, but a peril, such as foundering, caused by i 
collision. “Perils of the sea” covers damage to ' 
the goods carried by sea owing to storms, strand- j 
ings, <fec., which could not have been foreseen and j 
guarded against by the shipowners taking reason- j 
able precautions— The Xantho (1887). The term ; 
also includes damage of which some peril of the j 
sea was the approximate cause; as, for example, 
where the cargo was damaged by heat from the 
engine and boilers, caused by weather which com¬ 
pelled the closing of the ventilators for a long 
time— The Thriinscroe (1897). 

In the same way, where a cargo of rice had been 
damaged by sea water in consequence of rats hav- ; 
ing gnawed a hole in a lead pipe from the ship’s 
bathroom to the sea, there being no negligence of 
the shipowner, loss resulting was decided by the 
House of Lords to be within the exception, and 
shipowners were not liable— Hamilton v. Pandorf 
(1887). Generally, when sea damage starts the 
mischief, the effects of its spreading come within 
the exception; as, for example, where tobacco was 
injured by contiguity to hides which formed part 
of the cargo and had been soaked by sea water. 
But if the damage arises from sea water owing 
to some defect in the ship due to natural causes, 
such a damage will not be within the exception 
“perils of the sea”; as where the natural decay 


of a hulk in which goods were stored cause a leak 
which let in the water and injured the goods— 
Sassoon v. Western Assurance Company (1912). 

“Perils of the sea” does not, however, cover 
loss by arrest for contraband or under bottomry 
bond, but refers to some accidental loss; nor does 
it cover the negligence of the captain or crew, 
which, however, is often the subject of another 
exception. 

“ Collision ’’ does not cover a case due to the 
default of the master or crew of the carrying 
ship. (See Chapter V of this Part.) 

Strandings and Collisions may be “perils of 
the sea”, but are usually expressly provided for 
and then made to cover negligence, defect, or error 
of judgment of the pilot, master, mariners, or other 
servants of the shipowners. 

“ Barratry of the master or crew ” means a wil¬ 
ful or wrongful act against the ship or the goods, 
as an attempt to scuttle the ship, or illegal trading 
with the enemy even if it is intended to benefit 
the owner. Barratry includes crime or fraud which 
could not reasonably have been prevented by the 
owner or master, but not their negligence. 

Jettison is the throwing overboard of goods to 
lighten the ship in time of peril. The exception 
will not cover goods jettisoned because improperly 
stowed. 

“ Fire ” is a statutory exception already noticed 
(p. 45), but the express terms of the exception 
may be wider and cover goods not yet received 
on board. “Heat” in connection with fire means 
heat caused from outside sources. 

“ Leakage ” and “ Breakage ” cover loss due to 
the leaking or breaking of the goods themselves; 
but if loss is due to defective stowage, the ship¬ 
owner will be liable. 

“Sweating”, Sue.., includes damage* caused by 
evaporated moisture. 

“ The dangerous character of the goods.” —It is 
an implied term that the shipper will not put on 
board goods of a dangerous character or goods 
dangerously packed without declaring their nature. 
The shipowner is exempt from liability in respect 
of such goods if the character was not known or 
could not reasonably have been known. 

A person sending or attempting to send in any 
vessel any dangerous goods without distinctly 
marking their nature on the outside of the pack¬ 
age and giving written notice of their nature and 
of the name and address at the sender or consignee 
to the master or owner of the vessel, commits an 
offence, and is liable to be fined £100, or an inno¬ 
cent agent £10. It is an offence to misdescribe 
such goods, subject to a penalty of £600. The 
master or owner of any vessel may deal summarily 
with goods suspected of being dangerous, and 




Cbap. Vi] 


THE CONTRACT OF AFFREIGHTMENT 


61 ' 


such goods are forfeited if improperly sent or 
carried. 

“ Negligence of the master.”-— It is now common 
to include a term exempting the shipowner from 
liability on account of negligence of the master 
and crew, and often also negligence or default of 
•owner’s agents, stevedores, pilots, and others em¬ 
ployed in connection with tho ship, or whether 
employed by the owner of the ship or not, for 
whose acts the owner would otherwise be liable. 
Such an exception is construed strictly. Negli¬ 
gence in navigation will not cover negligence in 
stowage, but where the negligence was made to 
cover negligence “in navigating the ship or 
otherwise ”, it was held that the shipowners were 
exempt from claims for damage due to negligent 
stowage— Baerselman v. Bailey (1895). 

The personal negligence of the shi|>owner is not 
generally covered by express exception, and he will 
be responsible for improper employment, as for 
the engagement of a master or mariner without 
sufficient skill. If there is such an exception in 
regard to the shipowner, it will not cover unsea¬ 
worthiness. But Iherc may be an exception 
against unseaworthiness itself. This must be 
very clearly expressed. The shipowner who has 
not taken reasonable means in accordance with 
the contract to provide against unfitness to receive 
cargo is liable for loss, and cannot rely in such 
a case upon an exception as to unscaworthiness 
— Rathbone v. Maclver (1903). 

“Loss covered by insurance —It is sometimes 
stipulated that owners shall not be liable for any 
damage to the goods which is capable of being 
covered by insurance, or which has been wholly or 
in part paid for by insurance. The question then 
is whether rfin underwriter in the ordinary way* of 
business would have covered such a peril. 

“ Merchants’ and owners’ risk.” —Such a clause 
may throw all risks upon the shippers, including 
the effect of “ negligent and improper acts ”; but a 
condition with such a wide scope must be clearly 
understood, and will be read in reference to the 
subject-matter. It will not exempt a carrier from 
his elementary undertaking to deliver the goods. 

The “ Harter Act ” 

By the Harter Act of Congress of 1893, under 
United States law clauses exempting the ship¬ 
owner from liability for his own or servants’ negli¬ 
gence are void as against public policy. Limita¬ 
tions of liability must be reasonable, or no effect 
will be given to them by United States law. The 
Act, on the other hand, exempts the shipowner 
from the consequences of faults and errors in 
navigation, or in the management, or other perils, 


where he has exercised due diligence to make the 
vessel in all respects seaworthy, properly manned, 
equipped, and supplied. 

It is not lawful under this Act for the manager, 
agent, master, or owner of any vessel transporting 
merchandise or property from or between ports 
of the United States of America or foreign ports, 
to insert in any bill of lading or shipping docu¬ 
ment any agreement relieving them from liability 
for loss or damage arising from negligence, fault, 
or failure in proper loading, stowage, custody, 
care, or proper delivery of any and all lawful 
merchandise shipped in such vessel. Any such 
clause is null and void. 

It is not lawful to insert any agreement whereby 
the obligations of the owners to exercise due dili¬ 
gence properly to equip, man, provision and out¬ 
fit and make seaworthy the vessel, or carefully 
handle or stow and deliver cargo, are in any way 
lessened, weakened, or avoided. 

If such an owner exercises due diligence in 
making seaworthy a#d in properly manning, equip¬ 
ping, and supplying the vessel, neither the vessel, 
the owner, agent, or charterer is responsible for 
damage or loss resulting from faults or errors 
in navigation or management, nor for losses 
arising from any dangers of the sea or other navi¬ 
gable waters, act of God, enemy, inherent defect, 
&c., insufficiency of packing, or seizure under 
legal process, or any loss resulting from any act or 
omission of the shipowner, his agent or representa¬ 
tive, or from saving or attempting to save life or 
property at sea, or for liny deviation jp rendering 
such service. 

It is the duty of the owner, master, or agent of 
any such vessel to issue to the shipper a bill of 
lading or shipping document stating tho marks 
necessary for identification, number of packages 
or quantity, &c., and apparent order and condition 
of the goods, and such document is prima facie 
evidence of the receipt of the goods. An agent, 
owner, or master is liable for violation of the pro¬ 
visions of tho Act to a fine, which is a charge upon 
tho vessel. 

The incorporation of the Harter Act (which is 
common in Atlantic shipping contracts) with the 
bill of lading was held to excuse fault or error in 
management or mismanagement of a refrigerating 
apparatus, part of the ship, whereby a cargo of 
butter was damaged— Rowson v. Atlantic Trans¬ 
port Company (1903). But where there is a defect 
in the equipment of a vessel at the time of loading, 
the incorporation of the Act will not excuse the 
owners from liability for damage caused to cargo 
through such a defect, which is a breach of the 
implied warranty that the ahip’ia fit for the recep¬ 
tion of cargo— MFadden v. Blue Star Line (1905). 
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Construction of Clauses with 
Exceptions 

Clauses creating exceptions to the ordinary lia¬ 
bility of the shipowner must be read together. In 
a certain case one clause provided for the exemp¬ 
tion of the shipowner from loss due to “any other 
cause whatsoever”, but another clause provided 
against defects, Ac., if reasonable means were taken 
to provide against such defects and unseawortlii- 
ness, and the ship had not been cleansed from 
carbolic acid before a cargo of frozen meat was 
shipped. It was held that the general exception 
could only be relied upon if all reasonable means 
had been taken to provide against the mischief— 
Elderalie ,Steamship Company v. Borthwvck (1905). 

Such a general exception as a rule covers un¬ 
seaworthiness ; but where a frozen meat cargo 
was carried on a contract so ill expressed that 
it was impossible to feel sure what the parties 
intended, it was held that as there was no clear 
and express exemption, the shipowners were not re¬ 
lieved from the usual duty to provide a seaworthy 
ship and take seasonable care— Nelson Line v. 
Nelson (1908)! This case only illustrates the rule 
that the onus is upon the shipowner to negative 
his ordinary liability. 

The Bill of Lading 

The Bill of Lading is the receipt for the goods 
shipped on board, and is signed by the person 
contracting to carry them, the master, or ship’s 
agent. It states the terms on which the goods 
are to be carried, and is evidence of the contract 
between the parties, if not actually by its terms 
made to be the contract. The contract, like any 
other contract, is void for illegality. There is 
always a presumption that the law governing the 
bill of lading is the law of the ship’s flag, which 
is generally stipulated for; otherwise local laws, 
usages, and customs may be binding. The master 
or broker cannot bind the owner by signing bills 
of lading when goods are not actually ship;>ed, 
nor by a fresh bill of lading when he has already 
signed one. 

A bill of lading is a document of title and, where 
no charter-party exists, the most important evi¬ 
dence of the contract. It is a negotiable instru¬ 
ment, the property in which may be transferred 
by endorsement and delivery after the shipment 
of the goods. By the Bills of Lading Act, 1855, 
every consignee of goods named in and every en¬ 
dorsee of a bill of lading to whom, under the par¬ 
ticular circumstances of the endorsement, the pro¬ 
perty in the goods shipped under the bill of lading 
passes, has all the rights of suit and is subject to 


the same liabilities in respect of such goods as if 
the contract contained in the bill of lading had 
been made with himself. This does not affect the 
right of stoppage in transitu by a vendor of goods, 
or the right to claim freight against an original 
shipper, or any liability of consignee or endorsee 
in consequence of such consignment or endorse-, 
ment. Under the Admiralty Jurisdiction Act, 
1861, an endorsement may give rights of action 
to the endorsee in the Court of Admiralty against 
the carrying ship when no owner or part owner is 
domiciled in England or Wales. (See Chapter IX.) 

Property may be completely transferred by en¬ 
dorsement and delivery of the bill of lading in 
exchange for the price, or when goods are shipped 
by a vendor in fulfilment of an order, on its de¬ 
livery to the buyer the bill of lading prima facie 
passes the title to the goods; but an unpaid 
vendor has, under certain conditions, the right to 
stop goods in transitu. An unpaid vendor may 
also reserve certain rights and thus prevent the 
passing of the property. He may arrange for 
delivery of the goods to his own order or to an 
agent, and for the bill of ladihg only to be given 
up on demand. In this way the vendor reserves 
the right of disposal. This is commonly done 
either by sending the bill of lading accompanied 
by a bill of exchange; and under the Sale of 
Goods Act the buyer is bound to return the bill 
of lading unless he accepts tlv? bill of exchange; 
or both bill of lading and bill of exchange may 
be remitted through a bank, when the buyer only 
becomes entitled to the bill of lading after accept¬ 
ing and on retiring the bill of exchange. This is 
a common method employed when the sale is for 
cash against documents. The right to stop in 
transitu has been considered elsewhere in con¬ 
nection with the sale of goods. (See Part III, 
Chapter VI.) 

The right to stop goods may arise on the bank¬ 
ruptcy or insolvency of the buyer as well as on his 
refusal to pay, and even if there has been a part 
payment. The right of stoppage may be exercised 
by an agent on behalf of the vendor, by a surety 
for tho buyer who has paid the vendor, or by a 
person whose authority is subsequently ratified by 
the vendor. The right exists as against the buyer 
and all claiming through him, except a bona-fide 
holder of the bill of lading which has been en¬ 
dorsed and delivered to him for value. Owing to 
the negotiable character of the bill of lading, such 
a bonafide holder is in a position to defeat the 
unpaid vendor’s title. 

The charges of the carrier for freight are superior 
to the unpaid vendor’s lien. 

If a bill of lading has been endorsed to a third 
party by way of mortgage or pledge, the vendor 
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has only the right to stop the property subject to 
' paying off the charge. 

“Transit”, during which the right to stop 
subsists, is not ended by wrongful or mistaken 
delivery on the part of the carrier, nor is it pro¬ 
longed by riie carrier’s wrongful refusal to deliver; 
but transit comes to an end directly there is a 
delivery of the goods to the vendor or his agent, 
or delivery to a forwarding agent on the instruc¬ 


tions of the buyer, or where by any agreement the 
carrier holds for the buyer. All these questions 
are questions of fact, and each case depends upon 
its own circumstances. Notice must be given to 
a person holding the goods if the stoppage is to 
be effective, and it then becomes the duty of 
that person to deliver to the vendor or his order, 
although in case of doubt an indemnity may be 
asked for. 


CARRIAGE BY CHARTER-PARTY 


When the whole or the principal portion of the 
ship is engaged, the contract is made by charter- 
party. There may be a question as to whether in 
such a case there is a demise of the ship, that is to 
say, whether the owner has surrendered the ship to 
the charterer, who thereupon obtains control, the 
master and seamen becoming his servants. This 
is, however, very unusual, and in case of doubt 
the test to be applied is, whose servants are they 
who are in charge of the ship? What generally 
happens is that tijp shipowner retains control and 
navigates with his own master and crew, and the 
charterer undertakes to load the prescribed cargo 
at the port of loading and accept delivery at the 
port of discharge. This is obvious, for the mer¬ 
chant does not wish to become shipowner but 
merely to secure the carriage of his goods. 

The ordinary fdhns of charter are either for the 
use of a ship on a particular voyage to carry par¬ 
ticular goods to be shipped by the charterer, or a 
similar charter with liberty given to the charterer 
to carry goods of any shippers as in a general ship, 
or a charter of a ship for a particular time. Where 
it is indicated that the ship shall be used as a 
general ship, and generally to enable a charterer 
to negotiate the sale of part of a cargo, it is pro¬ 
vided by a clause in the charter that the master 
shall sign bills of lading as presented by the 
charterer without prejudice to the charter-party 
(see p. 66). 

The charter-party is invariably in writing and 
requires a 0 d. stamp, an adhesive stamp being 
cancelled by the person who first signs. 

Every charter contains several well-known 
general terms, but particular terms are incorpo¬ 
rated in charters relating to special voyages or 
cargoes. The implied terms in every contract of 
sea carriage have been already noticed (see p. 44). 
These terms are usually in a charter-party ex¬ 
tended by agreement and supplemented by others 
with further limitation of the liability of the ship¬ 
owner. There may be a clause consigning the 
ship at the port of discharge to the agents of the 
charterers for the procuring of a home freight at 


an agreed rate of commission. It will be more ser¬ 
viceable now to consider the form of the charter- 
party and examine some of the usual conditions, 
taking for an example a charter for coals. 

Form of Charter-party 

London .. 19... 

IT IS THIS DAY MUTUALLY AGREED 

between.. Owner of the good (Steamship 

called the., classed.. of.tons 

net register,.tons deadweight, exclusive of 

bunkers, or thereabouts, . now at ., 

and expected ready to load about. 

AND., 

Charterers,. 

1. THAT the said Ship beiug warranted tight, 
staunch, and strong, and every way fitted for the ■ 
Voyage, shall, with all possible dispatch, sail and 

proceed to.and there load, (always afloat) 

in the customary manfier, from the Charterers, [in 
such Dock as may be ordered by them on or before 

arrival in, or at.], a full and complete 

Cargo of. Coals not exceeding.tons, 

nor less than.tons, and not exceeding what 

she can reasonably stow and carry, over and above 
her Tackle, Apparel, Provisions, Fire, Coal, and 
Furniture; and being so loaded, shall therewith 

proceed, with all possible dispatch, to., or 

so near thereunto as she can safely get, and there 
deliver her cargo alongside any Wharf, and/or 
Vessel, and/or Craft, as ordered by Charterers’ 
agents [to whom written notice is to be given of 
the vessel being ready to discharge,] on being paid 

Freight at the rate of.per ton of 20 cwt [or 

on Bill of Lading quantity less 2 per cent, at Re¬ 
ceiver’s option, to be declared in writing before 
bulk is broken]. The freight is in full of Trim¬ 
ming, and of all Port Charges, Pilotages, and Con¬ 
sulages on the Vessel. [All Wharfage dues on the 
Cargo to be paid by the Charterers.] 

2. The cargo to be loaded in.running hours 

(excluding Bunkering time, Sundays, Custom 
House, Colliery, and other Holidays, and from 
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.p.ra. on Saturday or the day previous to any 

such holiday to.a.m. on Monday or the day 

after any such holiday unless used), commencing 
when written notice is given of Ship being com¬ 
pletely ready to load. [Any time lost through 
riots, strikes, lockouts, or any dispute between 
masters and men occasioning a stoppage of pitmen, 
trimmers, or other hands connected with the work¬ 
ing or delivery of the coal for which the Ship is 
stemmed, or by reason of accidents to mines or 
machinery, obstructions on the Railway or in the 
Docks; or by reason of floods, frosts, fogs, storms, 
or any cause beyond the control of the Charterers, 
not to be computed as part of the loading time 
(unless any cargo be actually loaded during such 
time). In the event of any stoppage or stop¬ 
pages arising from any of these causes continuing 

for the period of.running days from the 

time of the vessel being ready to load, this Charter 
shall become null and void, provided, however, 
that no Cargo shall have been shipped on board 
the Ship previous to such stoppage or stoppages. 
In case of partial holiday or«partial stoppage of 
Colliery or Collieries from any or either of the 
aforenamed capses, the lay hours shall be extended 
proportionately to the diminution of output arising 
from such partial holiday or stoppage.] Tf longer 
detained, Charterers to pay per running hour de¬ 
murrage at. No deduction of time shall be 

allowed for stoppages, unless due notice be given 
at the time to the Master or Owner. 

[Any question arising under this clause shall be 

referred to .and .as arbitrators, 

or should t^ey be unable to agree, to an umpire 
selected by them, whose decision shall be final.] 

3. Tho Cargo shall be trimmed by men ap¬ 
pointed by the Charterers at the tariff rate of the 
Port. 

4 Bunker Coals are to be kept properly sepa¬ 
rated from Cargo to Charterers’ satisfaction at the 
Ship's expense and the quantity to be endorsed on 
the Bills of Lading. 

5. The Bills of Lading shall be prepared in 

accordance with the Dock or Railway weight, and 
shall be signod by the Master, Agent, or Owner, 
weight unknown, freight and all conditions as per 
this Charter, such Bills of Lading to be signed 
within.hours after the Ship is loaded. 

6. The Act of God, the King’s Enemies, Re¬ 
straints of Princes and Rulers, and Perils of the 
Seas excepted; also Fire, Barratry of the Master 
and Crew, Pirates, Collisions, Strandings and Ac¬ 
cidents of Navigation, or latent defects in, or ac¬ 
cidents to, Hull and/or Machinery, and/or Boilers, 
always excepted, [even when occasioned by the 
negligence, default, or error in judgment of the 
Pilot, Master, Mariners, or other persons employed 


by the Shipowner, or for whose acts he is respon¬ 
sible, not resulting, however, in any case front 
want of due diligence by the Owner of the Ship, 
or by the Ship’s Husband or Manager]. Charterers 
are not to be answerable for any negligence, de¬ 
fault, or error in judgment of Trimmers or Steve¬ 
dores employed in loading or discharging the 
Cargo. 

7. The Ship has liberty to call at any ports in 
any order, to sail without Pilots, to tow and assist 
vessels in distress, and to deviate for the purpose 
of saving life or property. 

8. The Cargo is to be taken from alongside by 
Consignees at port of discharge, free of expense 

and risk to the Ship, at the average rate of. 

tons per day, weather permitting, Sundays and 
holidays excepted, provided Ship can deliver it at 
this rate (or as fast as Ship can deliver); if longer 
detained Consignees to pay Ship demurrage at 

the rate of.per net register ton per running 

day, time to commence when Ship is ready to un¬ 
load and written notice is given, whether in berth 
or not. (In case of strikes, lockouts, civil com¬ 
motions, or any other causes qr accidents beyond 
the control of the Consignees which prevent or 
delay the discharging, such time is not to count, 
unless the Ship is already on demurrage.] 

9. The FREIGHT to be paid (one-half) if re¬ 
quired by the Owner, on signing Bills of Lading 

(Ship lost or not lost), in Cash, less.per cent 

for Insurance and Interest (the Owner or his 
Agent giving Charterers or Shippers written notice 
before the Ship commences loading, if any advance 
freight is required), and the remainder on right 

delivery of tho Cargo, in., the Receivers 

of the Cargo to be bound to pay freight on account 
during delivery, if required by the Captain. (See 
Chapter VII of this Part.) « 

10. The Ship is to be free of address at Port of 
Discharge, but is to pay the usual Commission 

of.per cent on the amount of the Freight on 

signing Bills of Lading. 

11. In case of Average, the same is to be settled 
according to the York/Antwerp Rules, 1890, and 
as if the Vessel were British. (See Chapter IX.) 

12. Loading hours not to commence before. 

on .> and if Ship is not ready in loading 

dock as ordered before.on., or if any 

wilful misrepresentation is made respecting the 
size, position, or state of the Ship, Charterers are 
to have the option of cancelling this Charter, such 
option to be declared on notice of readiness being 
given. 

13. The Charterers’ liability shall cease as soon 
as the Cargo is shipped, and the advance of 
Freight, Dead Freight, and Demurrage in Lead¬ 
ing (if any) are paid, the Owner having a Lien on 
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the Cargo for Freight, Demurrage, and Average. 
(See Chapter VII.) 

14. Penalty for non-performance of this Agree¬ 
ment, dama ge* as proved, not exceeding the esti¬ 
mated amount of Freight. 

15. The Brokerage of.per cent is due to 

.on the Cargo being loaded. 

Witness to the signatures of 


Indorsement 

We hereby Certify that the.has on 

board a Cargo of . Coals, wrought and 

gotten from . Colliery, fresh worked, 

properly screened, and of the best descriptions 
for steam purposes. 

Conditions 

Name, Description, and Capacity of the Ship. 
—The name and correct description of the ship 
must appear in the charter-party, the nationality 
and class being essential representations. 

Tonnage.— The net register tonnage is usually 
given, and refers to the register tons of 100 cu. ft. 
The deadweight tonnage, however, is almost 
always named, which is the capacity of tons of 
20 cwt., or by measurement 40 cu. ft., and repre¬ 
sents the amount of cargo or thereabouts agreed 
to be shipped. Deadweight tonnage is a material 
representation, and the charterer will be bound 
to ship and the owners bound to receive cargo to 
that extent, but it is usual for a subsequent clause 
to stipulate as to that. This obligation may be 
different, however, in the case of a consignment 
of an unusual character. 

In a certain charter-party providing for a lump- 
sum freight the owners guaranteed to carry 2000 
tons deadweight, or otherwise to make a reduc¬ 
tion pro rata, the cargo to be a general cargo 
subject to certain large pieces that were re¬ 
ferred to in the margin. The charterers sent in 
cargo not in excess of 2000 tons, but it consisted 
of heavy machinery, as well as general goods. 
The larger pieces were more numerous than had 
been contemplated, and as a result the ship could 
only carry 1091 tons deadweight. The charterers 
were held not to be entitled to any deduction 
from the full lump-sum freight— Mackill v. Wright 
(1888). 

11 Now in the'port of.” —The statement as to the 
whereabouts of the ship at the time of the charter- 
party is a condition precedent, and no contract 
begins until it is fulfilled. Where a charter said 
“now in the port of Amsterdam”, this was held 
to be a warranty that the ship was there at the 


time of the making of the memorandum — Behn v. 
Burnett (1863). 

In a time charter readiness to proceed on the 
voyage is a condition precedent. It is usual to 
put in the charter the day on which the ship is 
expected to be ready to load. 

“ Tight, Staunch, and Strong, and every way 
Fitted for 'the Voyage.”— This is equivalent to the 
implied warranty of seaworthiness, and such fit¬ 
ness for the voyage and for the cargo is a con¬ 
dition precedent to the contract. 

“All Possible Dispatch.” —It is an absolute 
undertaking to proceed to the port of loading and 
there to load with all possible dispatch and pro¬ 
ceed on the voyage, subject to the excepted perils 
which have already been examined in discussing 
bills of lading (see p. 50). 

Other exceptions may be provided for in a 
charter-party having in contemplation possible 
difficulties in securing the cargo. (Clause 2.) If 
the port is named in the charter-party, the ship 
must proceed there in due course. If it is to a 
port “as ordered”,,the ship must proceed when 
instructions are given to the port required. (See 
Chapter VII of this Part.) 

“ Full and Complete Cargo.” —It is the duty of 
the shipowner to be ready to load at the agreed 
place and to give notice to the charterers of such 
readiness. 

“ Readiness to load” implies that the charterer 
has complete control of every part of the ship in 
which cargo can be stowed, and that all needed 
papers and permits have been secured for the 
ship. It is the duty t>f the charterer to furnish 
cargo with the usual dispatch, unless he is ex¬ 
pressly excused. His obligation is not (in the 
absence of express exception) removed by strikes, 
Ac., which may prevent the cargo from being pro¬ 
cured, or by weather, delays on railways, Ac., 
which prevent its being loaded; but knowledge 
on the part of both parties at the time of the 
contract of such circumstances or local usages of 
the port may excuse him. After the loading is 
complete, all subsequent delay falls upon the ship¬ 
owner. 

Cargo must be delivered alongside so as to be 
taken direct into the ship, unless any special 
means of loading is customary in the port. 

Demurrage. —If the ship is detained loading or 
discharging cargo beyond the time allowed, the 
charterers are called upon to pay demurrage at an 
agreed rate per hour or day, and it is usually 
stipulated that any dispute as to the time shall 
be referred to arbitration. (See Chapter VII.) * 

Cesser Clause. —It is sometimes provided (see 
Clause 13) that the charterer’s liability shall cease 
on shipment of the cargo, and by the same danse 
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a lien is given to the shipowner for demurrage 
And dead freight, that is, for damages for breach 
•of contract to load. 

Exceptions in a charter-party must now be 
taken as a general rule to relate to both charterer 
and shipowner. 

Freight 

See Chapter VII of this Part. 

Average 

It is usually stipulated that the average shall 
be adjusted according to York/Antwerp Rules. 
{See Chapters VII and IX of this Part.) 

Issue of Bills of Lading 

It is usual to stipulate that bills of lading shall 
be issued for the cargo, the bills of lading to be 
prepared in accordance with the charter and signed 
by the master, agent, or owner within a certain 
time after the ship is loaded. These not only 
serve the charterer as evidence of the shipment, 


but are negotiable by him as ordinary bills of 
lading. Nevertheless, it is the charter which fixes 
the terms of the contract as between the ship¬ 
owner and charterer. A bill of lading subse¬ 
quently given cannot vary it. When, however, 
the bills of lading get info the hands of a bona- 
fide transferee for value the case may be different 
(see p. 52). 

As far as the master is concerned, in signing 
bills of lading he signs in general as agent for the 
shipowner, although it may be agreed that the 
master is to sign bills of lading as required by the 
charterer. He must not sign them when incon¬ 
sistent with the charter-party. Where there was 
a clause in a charter that the shipowner should 
not be liable for the master’s negligence, and by 
mistake the master signed bills of lading pre¬ 
sented by the charterers which did not give the 
shipowner this exemption, it was held that as the 
contract between the shipowner and the charterers 
was to the effect that the shipowner should not 
be liable for the master’s negligence, the charterers 
were bound to indemnify the shipowner against 
claims of holders of the bills of lading—Artier v. 
Mod Tryvam Steamship Company (1907). 


CONSTRUCTION OF THE CONTRACT 


Where there is a document containing the terms 
of the contract and its terms are clear, it governs 
the contract, as construed by the judge; but to ex¬ 
plain a contract which is ambiguous or indefinite, 
evidence may be given. 'The ordinary meaning 
of the words is adopted; technical words and 
special trade meanings may be explained. The 


whole document must be read together, with the 
exception that where there are printed forms, and 
some of the printed terms differ from terms which 
have been written in, the printing is subordinate 
to the writing. A general and reasonable custom 
which is not contrary to law may add terms to the 
written contract. 


A 

NON-PERFORMANCE 


A breach of contract by either party gives a 
right to damages. The general principle and the 
measure of damages have been discussed in dealing 
with the law of carriage elsewhere (see Part V, 
Chapter V). If a charterer refuses to load at all, or 
to load the agreed cargo, a right of action at once 
accrues to the shipowner; and failure to supply 
the ship or carry the goods safely gives a similar 
right to the charterer or goods owner. Damages 
may be agreed, and it is usual for a charter-party 
to contain a clause that damages shall be the esti¬ 
mated amount of freight Such a provision, how¬ 


ever, being in the nature of a penalty, is of little 
use, and it will be necessary to prove damages. 
Damages are such as may be said to have been 
within the reasonable contemplation of the parties 
at the time of contracting-—the loss of freight 
and the market price of the goods are deter¬ 
mining factors; but on a breach of the particular 
contract it is the duty of an owner to seek an¬ 
other cargo or a charterer another ship without 
undue delay. 

Performance of the contract is always excused 
by its becoming illegal 
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THE VOYAGE AND DELIVERY OF 
THE CARGO 


Introductory—The Ship—The Loading—The Voyage—The Delivery—Freight—Demurrage, &c. 


INTRODUCTORY 


It has already been seen that it is the duty of 
the shipowner with all diligence to provide a ship 
which is in every way seaworthy and fitted for the 
voyage. Where a ship is chartered, the charter- 
party will fix the time for loading, and there must 
be diligence in proceeding to the port of loading. 
Delay may dissolve the contract, as the prosperity 
of the whole venture may be affected by it. On 
the other hand, a refusal to load at the agreed 
place may discharge the shipowner from his 
liability. The agreement may be cancelled or 
may become void through the venture becoming 
contrary to law. 

The 8b4> must be provided with the necessary 
papers, all in order, with sufficient crew, and, 
where necessary, a pilot must be taken on board. 
The ship must be in readiness to receive the cargo 
at the appointed time and place, it generally being 
the duty of the shipowner to receive it alongside, 
according to the custom of the plaoe. It may be 
in some cases the duty of the shipowner to fetch 
the cargo from the shore. How much, however, 
the cargo owner or shipowner respectively is com¬ 
pelled to do through his own wharfingers and 
lightermen in the absence of any terms in the con¬ 
tract depends very largely upon particular custom. 
The shipowner’s liability for the goods begins with 
their receipt at the appointed place. The “ex¬ 
cepted perils* (see Chapter VI of this Part) cover 
carnage to the Bhip if the shipper is liable for con¬ 
veyance of the goods from the shore. It is the 
duty of the shipowner to provide the necessary 
tackle for lifting the goods on board, and to pro¬ 


tect them when on board; and, in. the absence of 
any agreement to the contrary, to stow the goods. 
(As to the carriage of deck cargo, cargoes of grain, 
and other special classes of goods, see Chapter VI 
of this Part.) 

Whether stevedores are employed or not, the 
owners by their master are responsible for bad 
stowage. 

The master must b^gin the voyage at a fit and 
proper time, with due regard to theaveather, and 
in times of hostilities must sail under convoy. 
In the absence of any provision under the con¬ 
tract, the voyage must be by the shortest and 
safest route, although usage may justify a slight 
deviation. Deviation is otherwise a wrong, and 
for what happens when off the usual course the 
owner is liable, even for dangers of the sea and 
other excepted perils. Deviation is excused for 
the purpose of saving life, not property, for neces¬ 
sary repairs due to accident or tempest, and to 
escape from enemies. In all cases of necessary 
deviation it must be as slight as possible. (See 
page 59.) 

On arrival at the port of discharge, the ship¬ 
owner must deliver the goods to the person en¬ 
titled, that is, generally to the party presenting 
the bill of lading. Freight is usually payable on 
the delivery of the goods, and demurrage or other 
charges may or may not give, as freight always 
gives, a lien on the goods. These and other 
questions arising out of the loading, the voyage, 
and the discharge are dealt with later on. In all 
such cases a special contract usually governs. 
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THE SHIP 


As we have seen, the shipowner is bound to pro¬ 
vide a seaworthy ship in readiness for the agreed 
purpose; otherwise freight will not be recoverable. 
The charterer may refuse to load an unseaworthy 
ship, or, if it is discovered to be unseaworthy after 
loading, he may recover the cost of landing and 
rehousing the cargo. 


As far as possible the ship must be kept sea¬ 
worthy during the voyage. 

The owner must give notice of the arrival of 
the ship, in the case of a charter, at the agreed 
port of loading, and from the time of its arrival 
at that port the ship is at the disposal of the 
charterer. 


THE LOADING 


The loading of the ship must be in accordance 
with the terms of the charter-party, where such 
exists. The charter generally provides that the 
ship shall proceed to a certain port and there load, 
or shall proceed to a port as ordered. In that 
case the order must be given within a reasonable 
time, or the charter may be abandoned by the 
shipowner. Refusal of the charterer to load gives 
an immediate right of action*to the shipowner. 
It is usual to provide for strikes, lockouts, floods, 
tempest, riots, political and civil commotions, and 
other exceptional causes preventing the shipment 
taking place in due course. These are generally 
known as “causes beyond the charterer’s control”, 
and are then made to excuse him for not provid¬ 
ing the cargo or for delay in so doing (see form, 
c Chapter VI). Without an express stipulation, the 
charterer would not be excused by the bankruptcy 
of the firm supplying cargo t delay on the railway, 
or other such cause of failure, unless it could be 
shown that at the time of contracting the parties 
were aware of these probable causes of delay. 
The charterer is supposed to have the cargo in 
readiness near the place of shipment, so that, even 
when excepted, such causes of delay occurring at 
a distance may not excuse the charterer for the 
non-provision of the cargo which ought to be on 
the spot. 

The charterer must load a full and complete 
cargo, filling the whole of the carrying space of 
the ship, if he has chartered the whole ship, and 
where the deadweight capacity has been stipu¬ 
lated by the charter, he is entitled to load up to 
that capacity. An exception, however, may arise 
where goods of an unwieldy character are pre¬ 
sented which have not been provided for in the 
charter-party. The ship must not be overloaded. 
In such a case the charterer may have to pay for 
, the whole ship, though not being able to load up 


to the full tonnage. Where the charter is for part 
of the ship only, the rest of the ship remains at the 
owner’s disposal for other or miscellaneous cargo. 

Stipulations in the contract as to loading are 
construed according to the custom of the port; 
but a custom must be clearly proved. 

The actual loading is done at the risk of the 
shipowner, unless it is provided otherwise by the 
contract. The employment of stevedores, even 
when approved by the charterer, does not relieve 
the shipowner from responsibility. His remedy 
is against the stevedores if the goods are damaged 
by them. Where jettison is an excepted peril, it 
will not avail the shipowner if the jettison was in 
fact due to the goods being improperly stowed. 
The shipowner will in such case be liable for their 
loss. The charterer must no£ send dangerous 
goods to be loaded unless with written notice of 
their character and unless the goods are properly 
marked. (See Chapter VI of this Part.) 

It is the duty of the shipowner to protect 
ordinary cargo by the supply of the necessary 
dunnage, which prevents contact with the sides 
or.fiottom of the ship. It is also the dhty of the 
shipowner to provide necessary ballast, although 
merchandise may be used for this purpose if 
offered. The shipowner will be liable for loss if 
different articles have been stowed together so as 
to be injurious to one another. In such a case it 
is not necessary to prove negligence, as the infer¬ 
ence is that the shipowner, being liable for bad 
stowage, is answerable^for the damage so arising. 

Whore it is stipulated that the loading or un¬ 
loading shall take place at a certain port, this 
means a safe place for the loading or discharge 
of the ship, and it is usual to add the term “ or so 
near thereto as she can safely get”; (As to the 
time for loading and unloading, see “Demur¬ 
rage”, p. 63.) 
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THE VOYAGE 


The master, having obtained the necessary clear¬ 
ance and permission of the Customs, and having 
pud any port dues or charges, must proceed on 
the voyage with all due speed by the usual course 
to the port of discharge. A vessel has “finally 
sailed” when she has left her port of loading or 
final port of call in the United Kingdom ready for 

the voyage, and with no intention of returning. 

• 

I 

Deviation 

The charter-party or bill of lading may reserve 
to the shipowner a certain liberty to deviate from 
the voyage, or a liberty to call at certain named 
ports, or a general liberty to call at ports, with 
liberty to aid and assist other vessels. But for 
some such provision, deviation, for any other pur¬ 
pose than the saving of life, necessary repairs, and 
avoidance of capture, would be a breach of con¬ 
tract. Deviation for the purpose of saving pro¬ 
perty alone is not Justified. 

In Leduc v. Ward (1888), a case in which it was 
attempted to justify a deviation on the ground 
that the shippers knew it was intended, Lord 
Esher, Master of the Rolls, held that that was no 
defence against the claim of the holder of the Bill 
of Lading. “ A Bill of Lading is a common mer¬ 
cantile document, *which has been used for hun¬ 
dreds of years, and I think that business men and 
Courts of Law have always interpreted it in one 
way, namely, that, if the only voyage mentioned 
is from the port of shipment to the port of des¬ 
tination, it must bo a voyage on the ordinary 
track by sea of the voyage from one place to 
another.” • • 

The facts in the well-known case of Scaramanga 
v. Stamp (1880) were that one vessel encountered 
another iu distress. There would have been no 
difficulty in taking off the crew from the dis¬ 
tressed vessel, but instead of this an agreement 
was made for the one vessel to tow the other into 
port. On the way severe weather was encoun¬ 
tered, and the tug with its cargo was lost. It 
was held that the deviation was unjustifiable, 
and that the shipowner was liable for the loss of 
the cargo, although, in fact, it occurred through 
perils of the sea which were excepted in the 
charter. 

On the other hand, if the master acts reasonably 
and for a recognized exception deviates, he will 
not make the shipowners liable for loss, and need 
not communicate with the cargo owners if he acts 
for the best of aR interests. A competent master 
will be allowed to exercise his discretion in choos¬ 


ing one port more than another to which to put 
back for repairs. (See Pkelps v. Hill (1891).) 

Control over and Care of the Cargo 

Generally, as to the master's authority on the 
voyage as agent for the shipowners and as to 
the cargo, see Chapter II, and as to navigation, 
Chapter III of this Part. 

During the voyage the owner of the goods re¬ 
tains authority over them, provided he has not 
parted with the document of title. He may, 
therefore, alter the destination of the goods if 
he issues his instructions in good time. Even 
where he has sold the goods, he may issue an 
order to stop delivery, provided they are still in 
transit, in a case where the buyer has become in¬ 
solvent. (See Chapter VI of this Part, and as 
to the general right of stoppage in transitu , see 
Part III, Chapter .VI.) 

It is the duty of the master to take care of the 
goods and to prevent their loss anj deterioration 
from any preventable cause on the voyage. A 
duty is imposed upon him, it has been said, as 
representing the shipowner to take reasonable 
care of the goods entrusted to him, not merely in 
doing what is necessary to preserve them on board 
the ship duriug tho ordinary incidents of the 
voyage, but also in taking reasonable measures to 
check and arrest the loss, destruction, or deterio¬ 
ration by reason of Occidents, for tjje necessary 
effects of which there is, by reason of the excep¬ 
tions in the contract, no original liability. (As 
to the master’s power of sale in certain cases, and 
to pledge by bottomry and respondentia, see 
Chapter II of this Part.) 

If during the voyage the ship sustains injuries 
through excepted perils which make it impossible 
for her to proceed, or such delay would be incurred 
through necessary repairs that it is not worth con¬ 
tinuing the voyage, the master may abandon the 
voyage. He may then tranship the goods and for¬ 
ward them by another vessel, and so earn the 
freight, or, on behalf of the charterer, forward 
the goods, abandoning the right to freight. The 
master is not perhaps bound to re-sbip under 
such circumstances, but if he forwards the goods, 
to their destination, he is entitled to the amount 
of freight as originally stipulated, although he 
may, in fact, have contracted for a smaller rate 
under the provisions for transhipment Without 
authority, express or arising from necessity, he 
cannot bind the cargo owner to pay a higher rate. 
The master must in brief, take care of the cargo, 
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so that, sabjeot to the excepted perils, it may I and condition, if signed for as so received on 
be delivered at its destination in good order I board. 

THE DELIVERY 


The discharge of the ship most be at the port 
named in the bill of lading or charter-party. Dis¬ 
charge otherwise may be restrained. A charter- 
party may, however, leave the port uncertain, 
either to be named at the port of loading or later. 
In the latter case it must be named within a 
reasonable time. If discharge at the actual port 
is prevented by a permanent obstruction, the ship 
may usually discharge at a place “ as near thereto as 
she can safely get”, as port means a safe port, free 
from natural dangers to the ship or from political 
disturbance. The test is whether the ship could 
ordinarily reach the port “ at all times of the tide 
always afloat”, this term implying that the ship 
shall not go anywhere where she would ground. 
Cargo may therefore in some cases be discharged 
at as near a place as the depth* of water and safety 
of the channel permit in fulfilment of a contract 
to deliver actually at the port. Mere temjiorary 
obstruction, however, is not sufficient, as in the 
case of an icebound port, a difficulty which may 
reasonably be anticipated at a certain time of year 
and the removal of which must bo awaited. 

The mode of discharge is usually subject to the 
practice of the port. It is generally the con¬ 
signee’s duty to take cargo from the ship’s side, 
and such a delivery is a satisfactory discharge of 
the shipowr^r’s duty. 

The master is not bound to notify the arrival 
of the ship in port to the charterer or consignee, 
unless it is specially so provided. He must notify 
the Castoms, but it is the duty of the cargo owner 
or consignee to watch for the ship and be ready 
to take delivery of his goods. The cargo owner is 
liable for landing and wharf charges. By contract 
the ordinary duty to deliver personally to the 
owner of the goods according to the custom of the 
port may be excused. The person generally en¬ 
titled to delivery is the holder of the bill of lading, 
unless notice has been given to the master that 
such holder is not so. He is entitled to the goods 
described in the bill of lading according to the 
number and marks, but only after payment of 
freight, unless it is specially agreed otherwise. 
Before goods are delivered, the master will require 
to see either the bill of lading endorsed to the 
effect that freight has been paid, or the production 
of a freight release issued on behalf of the ship¬ 
owner. When the cargo is made up of goods of 
the same description belonging to various owners, 
it often becomes mixed, and the marks get obliter¬ 


ated. The cargo must then he distributed in equal 
proportions according to the quantities shipped, 
in the absence of any express stipulation or 
custom. 

It is the duty of the consignee to take delivery 
of the goods within a reasonable time, having 
regard to the nature of the goods and the custom 
of the port. Obviously a longer time must be 
allowed for the delivery of goods which are stowed 
below other goods. The discharge of cargoes of 
coal or grain is usually provided ior in the charter. 
(And see “ Demurrage”, p. 63.) 

Where the consignee of ordinary cargo imported 
into the United Kingdom fails to take delivery 
within a reasonable time of goods, the shipowner 
is entitled to land and warehouse them. 

Where the consignee of any such goods fails to 
make entry of or to land them or take delivery 
with all convenient speed, the shipowner may 
make entry of the goods and land or unship the 
goods, either according to the time stipulated in 
the contract, or, if no time is stipulated, at any 
time after the expiration of seventy-two hours, 
excluding a Sunday or holiday, from the time the 
ship reported. Goods landed & this way must be 
placed by the shipowner in the wharf or warehouse 
named in the contract, if they can be conveniently 
received, or otherwise in some wharf or warehouse 
where such goods are usually received. The owner 
is entitled to take delivery before any such goods 
are actually landed or unshipped, and of goods 
ladded for the convenience of the ship within 
twenty-four hours after assortment. 

The shipowner by giving notice to the wharf¬ 
inger or warehouseman retains a lien for freight 
or other charges on goods so landed. This lien is 
only discharged upon the production to the wharf¬ 
inger or warehouseman of a receipt for the amount 
claimed and delivery of a copy or of a freight re¬ 
lease from the shipowner, or by' the deposit by the 
owner of the goods with the wharfinger or ware¬ 
houseman of the amount due; in this ease without 
prejudice to any other remedy which the ship¬ 
owner may have for the recovery of freight. 

The warehouseman has a right of sale by public 
auction if the lien is not discharged or no deposit 
is made within ninety days in the case at ordinary 
goods, or at an earlier period in his discretion in 
the case of perishable goods. Before the sale 
public advertisement must be given in the 
way, and the owner must be notified if his addfess 



Cfa»p. vii] THE VOYAGE AND DELIVERY OF THE CARGO 61 

is known. The proceeds of sale are applied, in the shipowner’s claim for freight and charges, the 
order named, to payment of customs or excise surplus, if any, to belong,to the owner of the 
duties, expenses of sale, warehousing chafges, and goods. 

FREIGHT 


“Freight” is properly the amount payable for 
the safe carriage of goods in a ship. The term is 
also applied, though not correctly, to payment 
made for the use of a ship, which really should be 
known by the name of “hire”. 

In the absence Of any stipulation, it is implied 
that payment of freight shall be on delivery of the 
goods, or on readiness to deliver, at the proper 
place on payment of the proper charges. It follows, 
therefore, that freight cannot be claimed if the 
voyage is prevented, although the prevention is due 
to causes over which the shipowner has no con¬ 
trol. Freight is not recoverable for an illegal 
voyage. 

Freight is usually only payable on “goods” 
shipped, carried, and delivered; but it may be 
provided that freight shall be paid “ship lost or 
not lost”. 

In an old case, Hunter v. Printep (1808), Lord 
Ellenborough said: “The shipowners undertake 
that they will carry the goods to the place of 
destination, unless prevented by the dangers of 
the seas, or other unavoidable casualties: and the 
freighter undertakes that if the goods be delivered 
at the place of their destination, he will pay the 
stipulated freight; but it was only in that event, 
viz. of their delivery at the place of destination, 
that he, the freighter, engages to pay anything. 
If the ship be disabled from completing her voy¬ 
age, the shipowner may still entitle himself to (he 
whole freight by forwarding the goods by some 
other means to the place of destination; but he 
has no right to any freight if they be not so for¬ 
warded, unless the forwarding them be dispensed 
with, or unless there be some new bargain on this 
subject. If the shipowner will not forward them, 
the freighter is entitled to the goods without 
paying anything. . . . If no freight be earned 
and he (the shipowner) decline proceeding to earn 
any, the freighter has a right to the possession.” 

The same rule applies if goods have to be de¬ 
stroyed owing to their defective condition; but the 
shipowner has a right to goods which are delivered 
although damaged, the consignee having his claim 
for d&mages against the shipowner. 

Lump fi&ight secured under a charter-party is 
payable on delivery of the cargo, and disputes 
often arise "when the whole of the cargo is not 
delivered. It is usual in such a case for the dead* 
weight capacity of the teasel to be stated, and if 


the full cargo loaded shows less than the weight, 
the charterer is entitled to a reduction. 

There may be an express, and in some cases 
an implied, agreement to pay the whole or part 
of the freight although the voyage is not actually 
completed. In the case of live animals payment 
may be provided for whether delivered alive or 
not. 

Advance Freight 

Where it is agreed that freight shall be payable 
in advance, in whole or part, and it is not paid 
as agreed on shipment, the advance freight must 
be paid though the ship and goods are lost. This 
is not the case, however, where a stipulation is to 
the effect that freight shall be paid in advance if 
required, and it is not so required until after the 
loss has taken place. In such a casd the allowance 
for the insurance on advance freight has been held 
to show that the demand was to be made when 
insurance of the ship and cargo was possible. 
Advance freight is thus distinguished from a loan 
on account of freight. 

Freight under agreement, which has been paid 
in advance, is not recoverable. 

If a ship should be proved to have been unsea¬ 
worthy at the time of sailing, which*is a breach 
of an implied condition, and is afterwards lost,, 
freight is not payable. 

Time Freights 

An agreed freight according to the time of the 
employment of the ship is in the nature of rent, 
and it is usually provided in what way this shall 
be calculated. Such freight, in the absence of 
stipulation, is payable on the discharge, and on 
such an agreement the time occupied in repairs is- 
not deducted, unless it is so stipulated. 

Freight is also payable (in the absence of stipu¬ 
lation to the contrary) during the detention of the 
ship by blockade, embargo, or other force moyeure. 
It is usual, however, to provide for periodical 
payments, and to withdraw the ship on non-pay¬ 
ment. If, however, the shipowner is going to take 
advantage of this, he must act promptly. He will 
not be allowed to delay notice of withdrawal until 
the ship has loaded and proceeded and then to 
claim damages, as he will be held to have waived 
his right under the contract 



62 SHIPPING [ftrtvi 


In a recent case there was an exception in a 
time charter absolving both parties from carrying 
out tho contract if strikes intervened, and the 
charterer ordered the ship to a port where it was 
known there was a strike and there was a delay 
of two months. It was held that the charterers 
were not entitled to refuse to pay hire, as they 
might have sent the ship to another port— Brown 
v. Turner (1912). 

Even a time charter may be conditional on the 
carrying out of a certain voyage. 

Calculation of Freight 

Freight is payable at the rate stipulated in the 
bill of lading, or at the ordinary rate if not so 
stated, except in cases where there has been an ex¬ 
press agreement to carry freight free or at a nominal 
rate. The mode of measurement or of ascertain¬ 
ing the weight is usually stated, but if not, and 
the weight varies as between the port of loading 
and the port of discharge, it is usual to take the 
lowest weight for the purpose of ascertaining 
freight, subject, however, to the custom of the 
trade. In grdin and seed contracts it is usual to 
stipulate for shipping weights. It is, no doubt, 
customary in the case of goods which do not show 
any appreciable change to pay on the delivered 
weights. The bill of lading quantity, unless it is 
so agreed, is not conclusive against either party. 
The freight is taken to be payable in cash, without 
discount or allowance, subject, however, to cus¬ 
tomary allowances in certain cases. The cargo 
owner has iH> right to deduct from the freight the 
amount he claims for damage or loss, unless it is 
expressly agreed. It is usual to claim against 
the shipper on short delivery for the price of 
the goods at the time. 

Payment of Freight 

A common clause provides for payment with 
freight of primage and average according to any 
particular trade usage. “Primage” is a small 
percentage on the freight, which was originally 
the perquisite of the master, but now, if payable 
at all, it is usually agreed between the master 
and shipowner that it shall belong to the latter. 
“Average” in this connection indicates a share of 
certain expenses incurred, partly for the benefit of 
the ship and partly for the benefit of the cargo, 
such as towage. 

Freight is payable by the person who agrees to 
pay under the contract, or, if not so named, by the 
person on whose behalf the goods were shipped, 


although he may only have been an agent The 
original shipper remains liable even after delivery,' 
but it is usual for shippers to be absolved under 
a clause in the bill of lading. When it plainly 
appears from the words of such a cesser clause 
that the parties intended all liability of the shipper 
to cease on loading he is absolved, whether a lien 
is given on the cargo or not. Usually such a 
lien is given in substitution of the right against 
the charterer. 

The consignee in most cases pays the freight, 
and if credit is given to the consignee the right 
of recourse against the shipper is lost. The person 
who presents the bill of lading is in practice 
responsible and generally prepared, in the ordi¬ 
nary course of business, to pay the freight. 

As to transfer of the bill of lading see p. 62. 

Freight secured under a charter-party is payable 
by the charterer, except in cases where, under a 
cesvser or lien and exemption clause, the shipowner 
has agreed to relieve the charterer of all liability 
after the goods are shipped. 

Freight is primarily payable to the person named 
in the contract, who is usually the owner of the 
ship at the time. 

Freight may be assigned apart from the ship, 
and if notice is given to the freighter he must pay 
to the assignee, and will not bo excused by pay¬ 
ment otherwise. If there has been an assignment 
and cross claims are made, the shipowner may 
interplead. Payment to the master or agent of 
the shipowner will usually be effectual, and, in the 
case of several owners, if made tO the managing 
owner or the ship’s husband. On the sale of the 
ship the right to freight passes to the purchaser, 
but only to a mortgagee on his taking poases- 
sioji. . _ 

“ Back freight” is a term applied to the amount 
due to the shipowner where the cargo does not 
reach its destination owing to excepted perils, 
or where on arrival a merchant does not fakw 
delivery within a reasonable time, and expenses 
are rightly incurred. It is then the duty of the 
master, if he does not tranship, to deal with the 
cargo in the owner’s interests, and he can recover 
his charges for so doing. 

By English law, where .the voyage is only partly 
accomplished, freight is only payable pro rata if 
an agreement to that effect is expressly made or 
can be implied from the circumstances. Such an 
agreement is not implied merely by the receipt 
of the goods by the owner at some intermediate 
port. Underwriters have the right to freight after 
the abandonment of the ship. (See Chapter IX 
of this Part.) 
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DEMURRAGE,.ETC. 


The charterer undertakes to deliver the goods to 
the ship within the time stipulated in the agree¬ 
ment. It is customary to allow so many days or 
hours for loading under the charter, and also for 
unloading, or to insert some such clause as “as 
fast as steamer can receive (or deliver) in the 
ordinary working hours'*, or a stipulation that so 
many tons are to be loaded or discharged per hour 
or day. These are the “ lay * days or hours. * It is 
then usually provided that there shall be certain 
additional days or hours for which the charterer 
shall pay a certain sum if the ship is delayed. 
This sum is properly called “demurrage”. It is, 
however, customary to use the word demurrage 
as applied to damages in consequence of any de¬ 
tention of the ship beyond these days either for 
loading or discharging. 

The lay days may be working days (of so many 
hours), which will exclude Sundays and holidays, 
or running days, meaning consecutive days, in 
which holidays will be included. Custom or 
usage of a particular port may, however, vary 
the interpretation of these expressions. 

It is usual, to treat the days for loading and 
discharge separately, but it may be provided in 
the charter that these shall be averaged, that is, 
if days are saved on the loading or on the dis¬ 
charge, they may be held to make good any days 
exceeded on the alternative operation. It is some¬ 
times provided that “dispatch money” at so much 
per day or hour shall be paid to the charterer ou 
time saved on loading or discharge. 

Stipulations as to demurrage coming after the 
loading and discharge clauses apply to both load¬ 
ing and discharge. * 

If a time is fixed for the loading of the ship, 
this will impose an absolute obligation on the 
charterer to pay damages in any event for delay, 
unless , he is expressly relieved owing to certain 
causes, such as frost, crowded port, <fcc. Under 
such a charter the charterer takes the risk of not 
being able to load in the stipulated time, and is 
liable in any event, except where the delay is due 
to the default of the shipowner, as where the ship 
is not sent to the proper place for loading. It 
follows also, from the fact that the liability of the 
charterer only begins when the ship arrives at the 
place prepared to load the cargo, that delay owing 
to quarantine falls on the shipowner, as the ship 
in the ordinary course has not then been placed at 
the disposal of the charterer. 

If the work of loading or unloading is to be 
performed by an independent authority, such as 
a dock company, the charterer will not be liable 


for delay, unless it was in any way caused by his 
act. 

Even in the case of exceptions they apply only 
to the port itself, as it is the charterer’s duty 
to have the cargo ready. They will not excuse 
him for accidents at a distance, unless it is well 
understood or customary that cargo should be 
brought from a distance to a port, as where cargo 
is naturally stored higher up, and only brought 
down a river for shipment 

It is usual to stipulate in coal charters that the 
ship shall be ready to load “in regular turn”. The 
charterer will be liable if the ship is ready and for 
some reason she does not get her turn. 

Where it is stipulated that discharge shall be 
according to “ settled or established practice and 
custom”, and cargo is discharged with all dis¬ 
patch according to the custom of the port, 
although the ship may be kept waiting even for 
some weeks, the charterer is not liable. 

It is essential that notice should be given by the 
shipowner to the charterer of the ship’s arrival at 
the port for loading before the lay days begin. 
Such notice is not necessary of the ship's arrival 
at the port of discharge, it being the duty of the 
charterer or his representative to watch the ship’s 
progress. 

Commencement of Lay Days 

n 

The lay days commence when tho ship has 
arrived at the agreed place and is ready to take 
in or deliver cargo. The term “arrival of the 
ship” has been discussed in several important 
cases. It has been laid down that if the charter- 
party stipulates for a particular wharf, the ship 
must arrive alongside that wharf. If a particular 
dock is named, when the ship is ready and at the 
charterer’s disposal inside the dock, although not 
alongside the quay, the ship has arrived, but the 
charterer may select the actual berth. If a port 
or other wide district is named, the ship has 
arrived when she is ready and at the charterer’s 
disposal within the named place in its commercial 
sense, though she may not be in a position to 
receive or discharge cargo, or be at the wharf, 
dock, or other part of the place to which the 
charterer may have properly required her to go, 
for he can still select the actual loading spot. The 
charterer must act reasonably in his selection, and 
is liable in damages for delay in naming a berth. 
If the contract expressly entitled the charterer to 
order the ship to a particular wharf or dock, then 
the wharf or dock becomes the “ particular place * 
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as named in the contract. If the hhip is prevented 
from going to a particular place by obstacles caused 
by the charterer, the lay days begin as soon as the 
ship is ready and notice has been given to the 
charterer of that fact. 

In the case of coaling charters it is usual for the 
charterer to stipulate for the loading to be accord¬ 
ing to Colliery Guarantee. He obtains from the 
colliery a guarantee to load so many tons a day 
or hour, and by incorporating the guarantee in his 
charter secures that he shall not be liable for 
any damages which he cannot recover against the 
colliery. 

If the lay days are not fixed by the charter- 
party, but there is only such a term as “all dis¬ 
patch”, or “as fast as ship can deliver”, the char¬ 
terer must load or discharge with reasonable 
diligence after the ship has come to the agreed 
berth or port of delivery. A charterer is never 
liable for delay after the loading has been com¬ 
pleted, as, for example, owing to the absence of 
ship’s papers. 

f 

Demurrage under Bill of Lading 
« 

Demurrage usually arises under an agreement 
for the charter of a ship, but sometimes where 
bills of lading are given or negotiated to strangers 
to the charter-party, demurrage may be due to the 
action of the holder of the bill of lading. The bill 
of lading may contain a demurrage clause, or more 
commonly may incorporate the terms and condi¬ 
tions of die charter-party.,, It is usual to provide 
for the bilUof lading holder paying demurrage at 
the port of loading. Liability, while primarily 
attaching to the shipper, passes on assignment of 
the bill of lading by endorsement. 

Demurrage may arise in the case of a general 
ship. Each consignee is allowed a reasonable time 
to take delivery, and may have to pay for delay in 
taking delivery of his goods and so detaining the 
ship. 

Right to Sue 

The person who primarily has the right to sue 
for demurrage is the shipowner. When no lien is 
given, a charterer is still liable for demurrage and 
detention at the port of loading. The charterer 
is the person primarily liable, unless under the 
cesser clause it has been agreed that he shall not 
be liable under the charter-party after the ship¬ 
ment of the goods. 

A master may sue if the contract was made by 
him. 

Lien 

At common law the shipowner has a lien on the 


cargo for freight, as he has a right to keep the 
goods till they are properly demanded and thb 
charges are paid. This lien applies to the particu¬ 
lar goods shipped, and depends on their possession. 
It is not a general lien covering other goods of the 
same shipper. Such a lien also applies to general 
average and expenses incurred in preserving or 
protecting the cargo, as well as freight. 

It is usual to give an express lien by the charter- 
party, which then covers other charges, includ¬ 
ing dead freight, that is, damages for breach of 
covenant to load a full cargo. Without agreement 
there is no lien for advance freight, or where 
freight is payable before the delivery of goods or 
not due when goods are claimed. The right to 
lien may be waived expressly or impliedly by 
making freight payable after delivery. 

Maritime lien, giving a claim against the ship, 
is independent of possession. It arises under sal¬ 
vage services, damages for collision and bottomry; 
and the master and seamen have such a lien on the 
ship for the payment of their wages (by statute). 
(See Chapter III of this Part.) 

Lien does not cover a master’s outlay for neces¬ 
saries not secured, nor claims for towage; but, as 
we have seen, a warehouseman has, in certain 
cases where goods are landed, not only a lien but 
a right of sale. 

Except when given by express words, there is 
no lien for demurrage, or damages for detention, 
or for dead freight, or for "wharfage dues or 
cliftr^cs 

(See “Lien” generally, Part III, Chapter XII.) 

General Average 

Where a loss arises to some part of the ship or 
cnVgo owing to an extraordinary sacrifice made or 
expenses incurred for the preservation of either 
the ship or cargo, this must be borne in propor¬ 
tions by all the parties interested. It is essential 
to “general average” that there should have been 
a common danger, and one not due to the default 
of one of the parties. There must have been both 
the necessity for a sacrifice and a voluntary sacri¬ 
fice, involving an actual destruction, and there 
must be an actual saving through the sacrifice. 
The sacrifice may take the form either of a loss, 
as by jettison of cargo, or damage to goods through 
water being poured on the ship to put out fire, or 
Iobs by sale of the cargo or part of it for the pur¬ 
pose of providing supplies, or through cutting 
away some part of the ship or its tackle, or by 
loss of freight. On the other hand, there may be 
an extraordinary expenditure for time or labour 
and expenses in a port of refuge. 

Where general average arises, it is the duty of 
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the master to collect the contributions from the 
various parties liable, and he must furnish ac¬ 
counts. He is entitled to retain the cargo until 
the contribution is paid. It is usual for the 
parties to execute a general average bond, agree¬ 
ing to pay the amount found-due on adjustment. 

The parties usually liable to general average 
contribution are the shipowner, or in some cases 
the charterer,if there has been a demise, the cargo 
owner or consignee Of cargo, and, where a bill of 
lading so stipulates, or a notice that the master's 
lien is given to the holder at the time, the holder 
of the bill of lading is liable. * 

Particular Average is when any damage is done 
to the ship or cargo which is not for the general 
benefit. Such loss falls upon the owner of the 
particular property. (See “Marine Insurance”, 
Chapter IX of this Part.) 

A Recent Case 

A recent case in the House of Lords well illus¬ 
trates many of the points which are dealt with 
in this Chapter. In Kish v. Taylor ( 1912 ), the 
owners of the 8&.vWearside sued the holders of 
bills of lading for part of a cargo of timber from 
Pensacola to Liverpool The owners claimed a 
lien upon the cargo for loss sustained in conse¬ 
quence of the charterer’s failure to load a com¬ 
plete cargo. The bill of lading incorporated all 
the conditions of the charter-party, which author¬ 
ized deviation for the purpose of saving life and 
property, and gave an absolute lien on the cargo 
for all freight, dead freight, demurrage, and aver¬ 
age. The charterers were bound to furnish a full 
cargo, which they failed to do, loading only about 
801 instead of 1390 standards; the ship at the time 
being perfectly seaworthy and ready to receive a 
full cargo, land the owners being quite prepared 
to carry out their contract. The right to recover 
damages by way of dead freight therefore accrued 
at that time, but the master, after this default on 
the part of the charterers, obtained additional cargo 
from other sources. He, however, overloaded the 
ship with deck cargo to such an extent as to make 
her unseaworthy. Proceeding to sea, in conse¬ 
quence of bad Weather and her overloaded condi¬ 
tion, he. was forced to take refuge in order to save 
his vessel and the lives of the crew. Although 
Borne of the deck cargo was carried overboard, 
other portions jettisoned, and others damaged, as 
well as the vessel herself, the owners made no 
claim for the cost of repairs or for compensating 
the owners of the lost or damaged cargo, frankly 
admitting their improper act iu overloading the 


ship. The ship duly arrived in Liverpool with.' 
the original timber cargo uninjured. 

The House of Lords decided that the shipowners 
were entitled to recover dead freight Lord Atkin¬ 
son, delivering their judgment said it was not dis¬ 
puted that it was prima facie not only the right 
but the duty of the master to deviate if it were 
reasonably necessary in order to save his ship and 
the lives of his crew, nor was it in this case dis¬ 
puted that the owners were answerable in damages, 
to everyone who sustained loss or iqjury by reason 
of the breach of their warranty of seaworthiness, 
and that they could not recover from any party 
for any loss or expense which was the result of 
their breach of warranty, or any course they might 
have had to take in consequence of it. In certain 
cases a voluntary or unwarranted deviation would 
render the contract of affreightment void ab mitio> 
but justifiable deviation did not avoid the contract 
if it was the presence of the peril and not its causes, 
which justified it. It became, therefore, immaterial 
whether the unseaworthiness of the ship or negli¬ 
gent navigation contributed directly to the peril or . 
not. In the present case, therefore, the deviation 
was justifiable, and if it was the presence of the 
peril and not its causes which determined the 
character of the deviation, the contract was not 
void. Otherwise the master of a ship was left 
in such a dilemma that, whenever by his own 
culpable act or a breach of contract by hia 
owner he found his ship in a perilous position, 
he must continue on his voyage at all hazards, • 
or only seek safety under the penalty of forfeiture 
of the contract. Nothing could tend more to in¬ 
crease the dangers to which life a*d property 
were exposed at sea if it were held that the law 
of England obliged the master of a merchant ship 
to choose between such alternatives. In this case, 
in fact, the claim ot the owners arose before they 
were in default at all, and was independent of their 
default, and due to the charterers’ default The 
latter were, in fact, seeking to take advantage of 
the owners’ wrong to deprive them of a right which 
their own wrong gave them. 

Lord Atkinson was of opinion that a master 
whose ship was from whatever cause in a perilous 
position did right in making such deviation from 
his voyage as was necessary to save his ship and 
the lives of his crew, and that while the right to 
recover damages for all breaches of contract and all 
wrongful acts committed either by himself or the 
owners was preserved to those who were wronged 
or injured, the contract was not put an end to by 
such deviation, nor were the rights of the owners , 
under it lost. 
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CHAPTER VIII 

SALVAGE AND WRECK 

Salvage—Wreck 


SALVAGE 


Introductpry 

“Salvage” is the service performed by anyone 
■who, as a volanteer and under no legal obligation 
to act in the particular matter, renders a useful ser¬ 
vice which is successful in salving a vessel or cargo. 

Under the Maritime Conventions Act, 1911, a 
master or person in charge of a vessel is under a 
general duty to render assistance to persons in 
danger at sea, even if subjects of a State at war. 
Neglect is a misdemeanour. Compliance with this 
requirement does not affec| the right to salvage. 

A person* who saves or assists in saving a 
ship or property belonging to a ship from danger- 
at sea, who is not under a duty to the ship, is 
usually entitled to reward. In the ordinary way 
a master or crew cannot be salvors of their own 
ship, as they owe a duty to do their utmost for 
the ship. The owners of one vessel cannot claim 
salvage against another owned by them if as 
carriers they would be liable for loss or damage 
to the cargo. A pilot, while engaged as pilot, 
cannot ordinarily claim salvage. But a crew may, 
after abandonment of a vessel, become entitled for 
services subsequently rendered which assist in its 
recovery, or a pilot for exceptional assistance. A 
tug engaged to tow is not entitled to salvage, but 
for exceptionally dangerous services may be able 
to claim. A passenger also owes a duty to the ship 
in an emergency which usually prevents him from 
recovering as a salvor. Managing owners are rarely 
awarded salvage* as such duties are generally com¬ 
prised in the services for which they are engaged. 

It i$ essential that the service should be personal 
and successful in its object* that is, that goods 


should have been saved, and that the service ren¬ 
dered should have contributed to the saving. The 
onus of proof is upon those vfho allege they have 
rendered salvage services, and they must show 
there was a real and sensible danger or appre¬ 
hension of it. The claim may be barred by custom 
or usage, or by agreement, or misconduct in the 
salvors. 

“Salvage” includes all expenses properly in¬ 
curred by the salvor in the performance of the 
salvage services. 

The right to salvage is peculiar to the saving 
of property from danger at sea. There is no such 
right in connection with saving property on land, 
although the term “Salvage” is commonly applied 
to goods saved from fire. 

Remuneration for Salvage 

Where services are rendered wholly or in part 
within British waters in saving life from any 
British or foreign vessel, or elsewhere in saving 
life from any British vessel, the salvor is entitled 
to demand from the owner of the vessel, cargo, 
or apparel saved a reasonable amount of salvage. 
Salvage in respect of preservation of life payable 
by the owners of the vessel is payable hi priority 
to all other claims for salvage. Where the vessel, 
cargo, or apparel is destroyed, or the value is in¬ 
sufficient to pay the amount of salvage payable in 
respect of preservation of life, in the discretion of 
the Board of Trade a sum may be payable out of 
public moneya 

Salvage may sometimes be awarded by British 
Courts in respect of foreign ships beyond the 
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British jurisdiction, as under Order in Council, 
when any foreign Government has agreed to this 
course, the provisions of the Merchant Shipping 
Act may be applied to such ships. 

When services are rendered by any person other 
than the receiver of wreck in assisting a vessel or 
saving the cargo or apparel in or near the coasts 
of the United Kingdom, the salvor is entitled to 
a reasonable amount of salvage from the owners 
of the vessel, cargo, apparel, or wreck. Any agree¬ 
ment made as to the amount must be a fair one, or 
the Court will not uphold it. • 

In the assessment of salvage remuneration the 
Courts take many facts into consideration. They 
have been summarized by Lord Justice Buckley in 
a recent case: (1) The Court is generous in these 
matters, for this reason, that it is desirable to 
encourage salvage services. (2) In order to esti¬ 
mate the amount which is to be awarded, con¬ 
sideration is not given simply to the price at which 
such services could have been bought in the market. 
(3) Regard is to be had to the value of the ship 
salved and to the value of the salving ship, (4) to 
the danger to which each ship was exposed, (5) to 
the delay to which the salving vessel has been put, 
and (6) to the fact that the salving vessel has ac¬ 
cepted a task for which she gets nothing if she 
lads —The Port Hunter (1910). 

Determination of Salvage Disputes 

Disputes as to the amount of salvage payable, 
whether for life or property, if not settled by agree¬ 
ment, arbitration, or otherwise, may be determined 
summarily: in any case where the parties consent; 
or where the value of the property does not exceed 
£1000; in any case where the amount claimed 
does not exceed in Great Britain £300, in Ireland 
£200. In all other cases disputes as to salvage 
are determined by the High Court in England 
and Ireland, and in Scotland by the Court of 
Session. If an action is brought and less than 
£300, or £200 in Ireland, is recovered, the claim¬ 
ant will usually be disentitled to costa 

Summary disputes are settled by County Courts 
having Admiralty jurisdiction, or in Scotland by 
the Sheriff’s Court, in Ireland by two justices, 
a stipendiary, recorder, or chairman of Quarter 
Sessions. There is an appeal from the decision 
in cases summarily dealt with. 


In any case of dispute the receiver of the district 
may, on the application of either party, value the 
property. 

Where salvage is due to any person the receiver 
may detain the vessel or wreck, and in certain 
cases the receiver may sell such detained property 
for the purposes of satisfying the salvage claim. 

A claim to salvage may be recovered by action 
against the owners to the extent of the value of 
property saved, but the salvor has a claim against 
the ship itself and also % lien upon the ship. 

An agreement as to salvage where the salvor 
voluntarily agrees to abandon his lien may be 
made before two witnesses, and binds the ship 
and the cargo and freight and the respective 
owners for payment of salvage which may be 
adjudged by the Court. 

When salvage has been awarded and does not 
exceed £200, the receiver may settle any dispute 
as to its apportionment amongst the several claim¬ 
ants. Where the amount exceeds £200, any dispute 
may be settled by the Admiralty Courts. 

In disputes as to apportionment of salvage 
between owner or master, pilot or crew, in the 
service of a foreign vessel, the apportionment is 
in accordance with the law of the country to 
which the vessel belongs. (See also Chapter X 
of this Part.) 

Salvage by H.M. Ships 

Where salvage services are rendered by any of 
H.M. ships, the consent of the Admiralty is re¬ 
quired to any prosecution of a clain^/or salvage. 

Where salvage services are so rendered at any 
place out of the limits of the United Kingdom, 
the vessel, cargo, or property saved may be taken 
to some port where there is a consular officer or 
colonial Court of Admiralty; before such official 
or court a bond may be executed agreeing to 
answer the demand for salvage services. 

Services Apart from Salvage 

Claims for remuneration, apart from salvage, 
may be made against the owner if it can be shown 
that the services were requisitioned, as distin¬ 
guished from being volunteered. Ordinarily, 
however, an agreement to pay for services in any 
event is not readily implied. 




"Wreck” includes jetsam, flotsam, lagan, and 
derelict found in or cm the shores of the sea or 
any tidal water. Unidentifiable wreck belongs to 


the Crown, but owners may subsequently prove 
their title. 

(As to enquiries into shipping casualties by 
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a Wreck Commissioner, see Chapter V of this 
Fart.) 

Duties of Receiver of Wreck 

Where a British or foreign vessel is wrecked, 
stranded, or in distress at any place on the coast 
of the United Kingdom, or any tidal water, the 
receiver of wreck for the district, upon being ac¬ 
quainted with the circumstances, must proceed 
there and take command of all persons present, 
assign duties and give directions for the pre¬ 
servation of persons, cargo, and apparel of the 
vessel. Disobeying the receiver is an offence, but 
he must only interfere between the master and 
the crew in reference to the management of the 
vessel when he is requested to do so by the 
master. The receiver may require persons to 
assist him, require the master or other person in 
charge of any vessel near at hand to assist, and 
demand the use of any wagon, cart, or horses 
near at hand for the purpose of assisting such a 
vessel in distress. Power is given to use adjoin¬ 
ing lands, the owner or occupier to be compen¬ 
sated for any # damage. 

The receiver may suppress any plunder and dis¬ 
order by force. If such a vessel is plundered, 
damaged, or destroyed by persons riotously or 
tumultuously assembled together, compensation is 
to be made to the owner of the vessel, cargo, or 
apparel, in England as under the Riot (Damages) 
Act, 1886, by the local authority, in Scotland by 
the inhabitants of the county, city, or burgh, in 
Ireland as under the Malicious Injuries Act. 

In the absence of a receiver his powers may 
be exercised (in the order named) by any chief 
officer of Customs, principal officer of the coast¬ 
guard, officer of Inland Revenue, sheriff, justice 
of the peace, or naval or military commissioned 
officer. 

Where any ship is or has been in distress on 
the coast of the United Kingdom, the receiver of 
wreck, or other appointed person, may examine 
any person belonging to the ship or other person 
as to the name and description of the ship, name 
of the master and owners, owners of the cargo, 
destination, occasion of distress, services rendered, 
and other matters. 

Dealing with Wreck 

Where any person finds or takes possession of 
any wreck within the limits of the United King¬ 
dom, or any wreck found elsewhere is brought 
within those limits, if he is the owner he must 
give notice to the receiver of the district with a 
description; if he is not the owner, he must deliver 


the wreck to the receiver. Non-compliance with 
this requirement is subject to a penalty of £100 
and forfeiture of any claim to salvage and pay¬ 
ment of double value to the owner. 

Where a vessel is wrecked, stranded, or in dis¬ 
tress within the limits of the United Kingdom, 
any cargo or other articles belonging to or washed 
ashore must be delivered to the receiver; and any 
person, whether owner or not, guilty of secretion 
or appropriation is liable to a penalty. 

A receiver must give notice within 48 hours 
that« he has taken possession of any wreck by 
posting a description in the Customs House on 
the spot, and if the value exceeds £20, he must 
transmit a description to Lloyd’s in London. 

The owner of any wreck in possession of the 
receiver, upon establishing his claim within one 
year and paying the salvage fees and expenses, is 
entitled to have the wreck or the proceeds de¬ 
livered up to him. In the case of any foreign ship, 
the Consul-General of the country to which the 
ship or cargo owners belong, in the absence of the 
owner or master or other agent, is deemed to be 
the agent of the owner for the purpose of the 
custody and disposal of the articles. 

The receiver may effect an immediate sale of 
any wreck if it is under the value of £6, or of 
a damaged or perishable nature, or of insufficient 
value to pay for warehousing, the net proceeds 
being held by the receiver as if the wreck had 
remained unsold. » 

Unclaimed Wreck 

The title to unclaimed wreck found in any part 
of His Majesty’s dominions, except in places where 
the right has been granted to any other person, is 
in. the Crown. Any person who is entitled in his 
own right to unclaimed wreck must deliver a state¬ 
ment of his title to the receiver of the district, and 
the receiver in possession of the wreck must within 
48 hours send a full description to such person, if 
satisfied as to his title. 

Where no owner establishes a claim to any 
wreck within one year after it came into a 
receiver’s possession, the receiver must deal with 
the wreck; (a) if the wreck is claimed by a 
person entitled who has proved his title as re¬ 
quired, it must, after payment of expenses, be 
delivered to him; (6) if not so claimed, the 
receiver must sell and pay the net proceeds 
either to the Duchy of Lancaster or the Duchy 
of Cornwall if so claimed, otherwise to the 
Crown. Disputed rights may be determined 
summarily as in the case of salvage. 

The Board of Trade may purchase rights to a. 
wreck possessed by any private person. 
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Removal of Wrecks 

i 

When any vessel is sank, stranded, or abandoned 
in any water, under the control of a harbour or 
conservancy authority, or in or near any approach, 
so as to cause obstruction or danger to navigation 
or lifeboat^ the authority may take possession and 
remove, or light or buoy any such vessel j and they 
tnay sell any vessel or part raised or removed to 
cover the expenses, after giving due notice of sale 
and subject to the right of the owner befoae sale 
to have the property delivered to him on paying 
the fair market value. A general lighthouse 
authority for the district, where there is no 
harbour or conservancy authority, may deal with 
obstructions in the same way. 

The decision of the Board of Trade in any dis¬ 
pute between authorities is final. 

Receivers of Wrecks 

Receivers of wrecks are appointed by the Board 
of Trade, and may be any officers of customs or of 
the coastguard, or of inland revenue or some other 
person. Fees are payable to receivers in accord¬ 
ance with regulations, and are recoverable as 


salvage dues. Coastguard officers are entitled to 
remuneration according to scale for services ren¬ 
dered in watcbing and protecting shipwrecked 
property. 

Any wreck consisting of dutiable goods which 
comes ashore is liable to the ordinary customs duty. 

Offences in Regard to Wrecks 

It is a felony to take ahy wreck to a foreign 
port A fine of £60 is imposed upon any person 
unlawfully interfering with any vessel wrecked, 
stranded, or in distress, or hindering the saving of 
any such vessel, secreting any wreck, or wrong¬ 
fully carrying away any part of the vessel or the 
cargo. The receiver may take proceedings before 
justices against any person suspected of inter¬ 
ference with any wreck. 

Marine Store Dealers 

For the prevention of the disposal of articles 
from wreck through the agency of marine-store 
dealers or old-metal dealers, stringent regulations 
are imposed upon such dealers. (See Part I, 
Chapter XIII.) 
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INTRODUCTORY 


The accounts of the trading of limited com¬ 
panies are kept on exactly the same basis and in 
the same form as those of private firms. There is 
only one respect—a very important one—in which 
the accounts require to be treated differently from 
those of trading concerns conducted by individuals 
or firms, viz., their Capital Accounts. The neces¬ 
sity for the special treatment of the Capital Account 
arises in large measure from the fact that there 
is frequently a very large number of proprietors, 
each of whom must have a separate account of 
his own, as in the case of an ordinary partnership, 
and it would not be possible to record these in 
the usual private ledger of the company, especially 
having regard to the fact that the membership 
is constantly changing, owing to members of the 
company disposing of their interests to others. 
A further reason for the special treatment is the 
different nature of the relationship existing be¬ 
tween the members of a company and that of the 
members of a firm. 

The nature of the constitution of a joint-stock 
company has already been explained in Part III, 
Chapter IY. The only kind of limited company 
with which it is proposed to deal from the point 
of view of accounts is the^ company limited by 


shares. Companies limited by guarantee only re¬ 
quire no Capital Account, as nothing in the nature 
of capital is contributed by the members unless 
the company is wound up. Unlimited companies’ 
Capital Accounts are the same as in ordinary part¬ 
nerships, but very few companies of this kind are 
registered. There is no difference between the 
accounts of public and private companies limited 
by shares, so that the following explanations may 
be taken as applying equally to both so far as the 
accounts arc concerned. 

It has already been seen that the capital of com¬ 
panies limited by shares is divided into a number 
of parts called shares, each bearing a distinctive 
number and beyig of a fixed nominal amount 
which the company is entitled to receive, not 
necessarily at once, in consideration of having 
issued the share. The extent to which the com¬ 
pany may issue shares is limited when the com¬ 
pany is registered, and is known as the Nominal 
Capital. This is generally referred to in the pub¬ 
lished accounts as the “Authorized Capital”. No 
investment in its capital may be received by the 
cojnpany beyond the amount so fixed, unless the 
tfoper steps have been taken to increase the 
/nominal capital. 


VARIOUS CLASSES OF SHARES 


(The various classes of shares have been ex¬ 
plained in Rut HI, Chapter IY.) 

Where the shares are all of one class, entitling 
the holders to equal rights as to capital, and par¬ 


ticipation in profits, they are termed Ordinary 
shares. Frequently, however, there are two classes, 
one having a prior right to receive distributions 
of profits up to a fixed percentage on the amount 
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paid up on the shares. These are known as Pre¬ 
ference shares, and they usually confer the further 
light on the holders to be repaid their capital 
in the event of winding-up, before the Ordinary 
shareholders receive anything. A further class of 
shares sometimes created, called Founders’ shares, 
are usually either few in number or of small nomi¬ 
nal value, and are usually issued to the promoters 
of a company. They rank behind the Preference 
and Ordinary shares as to both capital and profits, 
but are entitled to either a large proportion or all 
of the profits after a distribution, or dividend, at a 
fixed rate has been paid on the Ordinary shares. 

An illustration of the manner in which Founders’ 
shares benefit, in the event of large profits being 
earned* will show why the founders or promoters 
of companies keep them in their own hands. It 
is to be observed that the nominal value being 
small there is little to lose and the possibility of 
considerable gain. 

The Central African Rubber Company, Limited, 
had a capital of £20,100, divided into 10,000 6 per 
cent Preference and 10,000 Ordinary shares of 


£1 each, and 2000 Founders' shares of Is. each. 
The company made a profit during its first year 
of £3000, out of which the Preference shares were 
entitled under the Articles to 6 per cent divi¬ 
dend and the Ordinary shares to 10 per cent, the 
Founders’ shares being entitled to the balance of 
the profits. The distribution of the profits would 
be as follows 

10,000 Preference shares at 6 per 

cent .e ... £600 

10,000 Ordinary shares at 10 per 
cent . 1000 

V.. ■> -£1600 

LeavlA^'tor the Founders’ shares ... 1400 or 1400% 

£8000 

Thus might seem ar^ exaggerated example, but it 
may be mentioned that one of the chief London 
stores has distributed over 5000 per cent on its 
Founders’ shares in one year after paying large 
dividends on its Ordinary shares and carrying a 
considerable sum to reserve. 


ISSUED CAPITAL 


The Nominal Capital of a limited company 
does not necessarily or even frequently appear in 
a company’s books of account. In fact, unless all 
the Nominal Capital has been paid to the com¬ 
pany, it does not figure as an item in the accounts, 
although it is always stated as a memorandum in 
the Balance Sheet. The accounts are only con¬ 
cerned, firstly, with the amount of capital the 
company has actually issued, which is known as 
the subscribed or issued capital; secondly, with 
the amount the shareholders have been called 
upon to pay on the issued shared which is termed 
the Called-up Capital; and thirdly, with the sum 
actually received from the shareholders, which is 
called the Paid-up Capital and is the amount 
which is finally brought into the Balance Sh ct 
as the company’s liability to its proprietors on 
Capital Account. 

The usual method by which a company of any 
considerable size effects the issue of its capital 
is to publish a document known as a prospectus, 
inviting subscriptions for shares. It must be re<p 
membered that only public companies may issue' 
an invitation to the public to apply for shares. 
The nature of a prospectus and the requirements 


of the law with regard to its contents are dealt 
with in Part III, Chapter IV, and it is sufficient 
to say here that it should give such information 
as will enable members ofc the public to form an 
opinion whether or not to invest in the company. 
The class and number of shares offered for sub¬ 
scription are stated, and the method in which 
they will have to be paid for. This is commonly 
by a deposit being made at the time of applica¬ 
tion for the shares, a further instalment if and 
when the application is granted, i.e. when the 
shares are allotted, and the balance at such in¬ 
tervals as are named in the prospectus. Some¬ 
times the whole amount is not required at once, 
a balance being left to be called up by the direc¬ 
tors as required. 

Application and Allotment 

A form of application is enclosed in the pros¬ 
pectus (or attached to the advertisement in the 
press) which must be filled in by persons desirous 
of obtaining shares ih the company. The follow* 
ing is a specimen of an application for shares in 
the usual form:— 
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SAFE INVESTMENTS, LIMITED 

CAPITAL - - - £40,000 

Divided into 40,000 Shares of £1 each 
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Form of Application for Shares 

To the Directors of 

Safe Investments, Limited. 

Gentlemen, 

0 * Having paid t o the biy kera of the Company, the Universal Bank, Limited, the sum of 

£. ., being a deposit of 2s. 6d. pWSflfare on application for , . . shares of jCI each in the above- 

named Company, I request you to allot to me that number of shares, and I hereby agree to accept the same 
or any leas number that may be allotted to me, upon the terms and conditions contained in the C«npany’s 
Prospectus, as filed with the Registrar of Joint Stock Companies, and the Memorandum and Articles of 
Association of the Company, and I further agree to pay the sum of 2s. 6 d. per share on allotment, and the 
balance in calls as provided by such Prospectus, and authorize you to place my name upon the Register of 
Members in respect of the shares which may be allotted to me. 

Name in full, . . 

Address . 

Description, . . 

Ordinary Signature, . 

Date . 


SAFE INVESTMENTS, LIMITED 
Receipt for Payment upon Application 


. 1912. 


Received from 


.pounds.. 

for.shares in the Company of £\ each. 


on account of Safe Investments, Limited, the sum of 
.lx-ing a deposit of 2*. iid. per Hharo on application 


For\he Universal Bank, Limited, 


£ 


Cashier. 


This Receipt should 1* retained, to be exchanged (with other necessary documents) for the Share 
Certificate when ready, notice of which will be given. 


The application form is sent by the applicant to 
the bankers, accompanied by a- remittance for the 
amount named in the form. The bankers retain 
the money and place it to the credit of the com¬ 
pany. The upper portion of the form is sent on 
Jby the bank to the secretarjaof the company, who 
makes a list of all the applications received. The 
list is used for making the entries in the statistical 
books of the company, which record the holdings 
of, each shareholder, and is therefore somewhat 
elaborate in its ruling. The table on p. 162 is a 
specimen of such a ( form. 

This list is considered by the directors at a meet¬ 


ing. Their first concern is to ascertain whether 
the minimum subscription (ace Part III, Chapter 
IV) has been obtained. If it has, they may pro- 
ctNd to allotment. If the number of shares for 
pprhich application has been made is the number 
for which subscriptions were invited, the allotment 
is a simple matter, each applicant being allotted 
the number he has applied for. If the issue is 
over-subscribed the directors have to consider 
whether to make a proportionate deduction from 
all applications, or what other course to take to 
apportion the shares amongst the applicants. In 
trading concerns appealing to large numbers of 

* 100 
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the public it is generally advisable to make allot¬ 
ments to small applicants in full, thus interesting 
as large a number of people as possible in pushing 
the interests of the company. In financial con¬ 
cerns it may be considered more desirable to have 
the shares in as few hands as possible. These are 
points for the directors to consider, having regard 
to the character of the company. Whatever the 
method they adopt, the number of shares allotted 
will be the number for which applications were 
invited. f 

In cases where the minimum subscription has 
been applied for but the full number offered 
hay'swtr been subscribed, the directors are in a 
more difficult position. If, however, the issue has 
been underwritten they have merely to apportion 
amongst the underwriters the deficiency in the 
public applications. When the issue has not been 
underwritten the directors have to decide whether 
it is not the proper course to return the applica¬ 
tion money and abandon the flotation. It is be¬ 
cause of the general reluctance to take this course, 
and so lose the benefit of the money already spent 
on the promotion, that many companies fail owing 
to going to allotment on insufficient subscriptions. 
No general rule can be liiid clown as to the course 
that should be taken. Each case must depend 
on circumstances, but directors incur a grave re¬ 
sponsibility in going to allotment on a subscrip- ' 
tion which will not produce the capital which, 
before the issue of the prospectus, was considered 
necessary to put the company in a sound financial 
position. (See generally Part III, Chapter IY.) 

As soon as the allotment has been made, notice 
thereof must be sent to each person to whom 
shares have been allotted. This is absolutely 
necessary, as, until such notice has been given, 
the applicants are at liberty to withdraw their 
applications and receive the return of their de¬ 
posits. This is the essential difference between 
the position of the shareholders of a limited com¬ 
pany, who are the proprietors of its business, and 
an individual who carries on a business of his 
own. The latter is under no obligation to invest 
any particular sum in his undertaking, or, indeed, 
anything at all. But in the case of a shareholder 
there is a legal contract on his part to pay to the 
company the full nominal amount of his shares. 

H His application for shares is the offer, and the 
x - notice of allotment is the company’s acceptance. 
The shareholder is, of course, in a better position 
than the private trader, in that he is only liable 
for the nominal amount of his shares whatever 
may be the result of the company’s trading or the 
magnitude of its liabilities; while the sole trader 
is liable to lose not only what he has invested in 
his business in the way of capital, but also his 
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private estate if that is required to pay the lia- j The notice to the shareholder is called a Letter 
bilities, of the business. I of Allotment, and is in the following form:— 


SAFE INVESTMENTS, LIMITED 


Stamp. 


Letter of Allotment 


No. . 

Dear Sir (or Madam), 


654 Cornhux, London, E.C, 
June, 1912. 


, I am instructed by the Directors of the above-named Company to inform you that 
response to your application they have allotted to you.shares in the Company. 


in 


The total amount due upon application and allotment is . £ 

You l)gfro already paid on application for.shares. 


Leaving a balance payable by you of. £ . 

which sum please pay to the Company’s bankers, the Universal Dank, Limited, 621 Lothbury, E.C. 

I am, Dear Sir (or Madam), 

Your obedient Servant, 


Secretary. 


VW vwv V 


SAFE INVESTMENTS, LIMITED 


Receipt for Payment upon Allotment 

.1912. 


Received from.. on account of Sack Investments, Limited, tho sum of 

...pounds, . shillings and.pence due 

n respect of the above allotment. 

For the Universal Bank Limited, 


The further sum named as payable should be 
forwarded by the Allottee with tho Letter of Allot¬ 
ment to the bankers, who will return it to him 
with a receipt for tho amount. He retains this 
with the receipt for the application money unjil 
such time as he is advised by the company that he 
may exchange them for a share certificate. The 
certificate is issued under the common seal of the 
company, and is to the effect that he is the regis¬ 
tered holder of a certain number of shares bearing 
definite numbers, and that a stated amount has 
been paid on each share. 

When no allotment is made to an applicant a 
“Letter of Regret* is sent to him informing him 
that the directors have been unable to allot him 
any shares in response to his application. A re¬ 
mittance for the amount he paid when applying 
jpr the shares is forwarded to him at the same 
time. 


Cashier. 

It is generally advisable, and in large issues it 
is practically essential, to enter the cash received 
on the application and allotment of shares in cash 
books specially kept for the purpose, and to trans¬ 
fer the daily totals only to the general cash book. 
This is a convenience for two reasons: it avoids 
the cumbering 9i the general cash book with 
numerous small items, and facilitates the posting 
of the amounts received to the individual accounts 
of the respective shareholders. 

In addition to the entry in the subsidiary cash 
books of the cash received from shareholders, the 
columns on the allotment sheets must be filled in 
by the secretary as the amounts payable for allot¬ 
ment money and calls are received. The totals 
of flie cash columns of the sheets must be agreed 
\ ith the total amounts credited to the Applica¬ 
tion, Allotment, and Call Accounts in total in 
the Private Ledger. 


SHARE CAPITAL ACCOUNTS 

The entries to be made in the financial books 
in order to record the issue of the shares proceed 
on tihe same lines whatever the class of shares 


allotted. There must be separate accounts for 
each class of share capital, e.g. Ordinary Share 
Capital Account, Preference Share Capital Ac- 
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count, <fce. As the shareholders are liable to pay to 
the company the amounts payable on their shares 
in accordance with the terms of the prospectus, they 
are debited in special books called Share Ledgers, 
and the respective Capital Accounts are credited 
in the Private Ledger with the sums payable. 

In the financial books accounts representing the 
body of shareholders as a whole are debited with 
the total sums due from them in respect of appli¬ 
cation, allotment, and call moneys, the Share 
Capital Accounts being credited. This system of 
debiting the proprietors of the business with the 
capital they are to bring in is only possible be¬ 
cause of the contracts into which they have 
entered to pay for their shares. The accounts 
through which the body of shareholders are thus 
debited with the amounts payable on application 
and allotment are sometimes combined in one 
account called the “Application and Allotment 


Account” In other cases there are two accounts. 
To illustrate the working of the system it .will be? 
well to take the example of an issue of capital of 
three classes of shares. 

The Central African Rubber Company, Limited, 
issued a prospectus offering fCr subscription, at 
par, 10,000 six-per-cent Preference and 10,000 
Ordinary shares at £1 each, payable Qd. per 
share on application, 7s. 6 d. per share on allot¬ 
ment, and 10s. per shsre one month after allot¬ 
ment. Two thousand Founders’ shares of Is. 
each were paid for and allotted to various per¬ 
sons on the same day as thTi Preference and Ordi¬ 
nary shares. The following would be the entries 
in the company’s books of account recording the 
transactions, it being assumed that the issue was 
over-subscribed and that 10,000 each of Ordinary 
and Preference shares were allotted and duly 
paid for :— 


JOURNAL 


1912 . 

April I 1 


Ordinary Shark Application Account . Dr. 

To Ordinary Shale Capital Account 

For deposit of 2s. 6 d. per share payable on application 
for 10,000 shares. 

Preference Sijahk Application Account . Dr. 

To Preference Share Capital Account .. 

For deposit of 2s. 6 d. per share payable on application 
for 10,000 shares. 

Ordinary Share Allotment Account ... ... Dr. 

To Ordinary Share Capital Account 

For 7s. 6rf. per share payable on allotment of 
10,000 Ordinary shares. 

Preference Shark Allotment Account .. Dr. 

To Preference Share Capital Account 

For 7s. 6rf. per share payable on allotment of 

10,000 shares. 

c 

Founders’ Shark Application and Allotment Account Dr. 
To Founders’Share Capital Account ... 

For amount payable on application and allotment of 
2000 shares. 


April | 1 


May 1 


Ordinary Shark Application Account. 

To Ordinary Share Allotment Account 

For excess amount paid on application by allottees. 

Preference Share Application Account 
To Preference Share Allotment Account 

For excess amount paid on application by allottees. 

Ordinary Shake Call Account .. . 

To Ordinary Share Capital Account 

For 10s. per share payable on 10,000 sharos one 
month after allotment. 

Preference Share Call Account . 

To Preference Share Capital Account ... 

For 10s. per share payable on 10,000 shares one 
month after allotment. 


Dr. 

Dr. 


Dr. 


Dr. 








£ 

s. 

d. 

£ 

s 

d 

1250 

0- 

0 







1250 

0 

0 

1250 

0 

0 







1250 

0 

0 

3756 

0 

0 







3750 

0 

0 

3750 

0 

0 







3760 

0 

0 

100 

0 

0 







100 

0 

0 







861 

0 

0 







861 

0 

0 

124 

0 

0 







124 

0 

0 

5000 

0 

0 







5000 

0 

0» 

6000 

0 

0 







6000 

0 

0 
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<h»p. v] 


CASH BOOK 


1912 . 


Apr. 


May 


10 


10 


l . I 


To Ordinary Share Appli¬ 
cation Account. 

(beitka the amount received on 
applications tor 23,720sharea). 

To Preference Share Appli¬ 
cation Account. 

(being amount received on ap 
plications for 11,096 shares). 

To Ordinaty Share Allot¬ 
ment Account. 

(being amount received on al¬ 
lotment of 10,000 shares). 

To Preference Share Allot¬ 
ment Account. 

(being amount received on al¬ 
lotment of 10,000 shares). 

To Founders’ Share Appli¬ 
cation and Allotment 1 
Account 
a Ordinary 
Account, 
a Preference 
Account 


To Balance brought down... 


Shaw 

Call 

e Share 

Call 


£ 

8. 

c l 

1912, 



£ 

8 . 

STnn 

<f. 

2,965 

0 


Apr, 

15 


By Ordinary Share Appli- 




0 




cation Account. 

854 

o 

0 







(being amount returned on 









shares not allotted). 




1,387 






By Preference Shares Ap- 




0 

0 




plication Account. 

(being amount returned on 

13 

0 

0 








shares not allotLed). 










By Balance carried down... 

20,100 

0 

0 

2,889 

0 

0 






3,626 

0 

0 





• 



100 

0 

0 








5,000 

0 

0 








5,000 

0 

0 








20.907 

0 

0 





20,967 

0 

0 

20,100 

0 

0 









LEDGER 

Ordinary Shark Application Account 


1912 . 

Apr. 1 1 


II 


15 


To Ordinary Share Capital 

Account. 

(Amount payablo on 10,000 
shares) 


£ 

1250 

8 . 

0 

d 

0 

191 

Apr. 

» 

1 

By Cash received on Appli¬ 
cations for 23,720Shares... 


£ 

2965 

8. 

0 

d. 

0 

To Transfer to Ordinary Share 
Allotment Account. 


861 

• 

0 

0 








(Amount overpaid by persons 
who applied for a larger 
number of shares than were 
allotted to them, and appro¬ 
priated for allotment.) 







• 





To Cash. 


854 

0 

0 








(Amount returned to appli¬ 
cants who received no allot¬ 
ments.) 













2965 

0 

0 





2965 

0 

0 












Ordinary Shake Allotment Account 


1912. 


' 

.£ 

8. 

d * 1912. 

""' ' 

-— 

£ 

8. 

d. 

Apr. 

1 

To Ordinary Shwi> Capital 




. 

Apr. 

10 

By Cash received from Allot- 







Account. 


3750 

0 

0 


tees of 10,000 Shares,,., 
n Transfer from Applica- 


2889 

n 

n 





















tion Account of excess 














amount paid by allottees 
on application. 


861 

0 

0 



, <* 


3750 

0 

B 




■ 


0 

□ 




i 






• 
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Ordinary Shark Call Account 


1912. 



£ 

9 . 

<L 

1912. 



£ 

8 . 

d. 

May 

1 

To Ordinary Share Capital 





May 

10 

By Cash. 


5000 

0 

0 



Account. 


5000 

0 

0 












5000 

0 

r 

0 





5000 

0 

0 


Obdinaby Shark Capital Account 



1912. 
Apr. I 


May 


1 


1 


*1* 


£ 

8. 

By Ordinary Share Applica¬ 
tion Account. 


1250 

0 

ii OrdinaryShare Allotment 
Account. 


3750 

0 

n Ordinary Share Call Ac- 
*■ count... 


5000 

0 





Preference Share Application Account 


1912. 


Apr. 


15 


To Preference Share Capital 

Account. 

ii Transfer to Preference 
Share Allotment Account 
of amount received on ap¬ 
plication in excoas of the 
sumdueon shares allotted 
it Cash returned to Appli¬ 
cants who received no 
Allotment. 


£. 


d 

| 1250 

0 

0 

124 

0 

0 

{ 1.2 

0 

0 

1237 

0 

0 






Preference Share Allotment Account 


« 


1912. 



£ 

8. 

d. 

1912 



£ 

a. 

d. 

Apr. 

1 

To Preference Share Capital 





Apr. 

10 

By Cash received from the 


3624 




Account. 


3750 

0 

0 


Allotteesof 10,000 Shares 


0 

0 










n Transfer from Preference 














Application Account of 
amount overpaid on ap- 
plication. 


124 

0 

o 

















375° 

0 

0 





8750 

0 

0 





1 









I 

Preference Share Call Account 


1912. 



£ 

9. 

d. 

1912, 



£ 

a' 

d. 

May 

1 

To Preference Share Capital 





May 

10 

By Cash. 


5000 

D 




Account. 



0 

1 












■ 

□ 

1 

Q 

i 





5000 ! 0 

£ 
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Preference Share Capital Account 


1012 . 

Apr. 1 By Preference Share Applica¬ 
tion Account. 

it Preference Share Allot¬ 
ment Account. 

May 1 ii Preference Share Call 
Account. 


• 

, The public applied for 23,720 Ordinary and were thus reduced to the extent of the excess they 
.11,096 Preference shares. The directors made a had paid on application, 
proportionate allotment to most of the applicants, 

but declined some of them. The amounts of £854 Register of Members 

and £13 shown by the Cash Book and the two 

Application Accounts as having been returned The accounts of the individual shareholders are 
are the sums paid by the unsuccessful applicants, kept in a book called the Register of Members 
As the money paid on application by the allottees and Share Ledger. Every company is required 
of 10,000 shares of each class was more than was by law to keep a Register of Members, in which 

required in respect of application the directors certain particulars have to be entered. (See Part 

applied the excess towards the further amount III, Chapter IV.) Tt is convenient to combine 
payable on allotment. Hence the transfers from this book with the cash accounts of the members 

die two Application Accounts to the Allotment in respect of their shares, and the following is a 

Accounts. The amounts payable by the allottees very usual form:— 

REGISTER OF MEMBERS AND SHARE LEDGER 




Name —Smith, John. 

Address —I High Street, Oldcastle. 
Occupation —Draper. 


Date of becoming a Member — 1 April, 1912. 
Date of ceasing to be a Meviber . 

Cash Account 


Particulars 


o~ Amount Due. 

S * 

a 


Apr. I 1 | To App lication on 100 
Snares... 


ii Allotment. 


2/6 12 10 0 

7/6 37 10 0 Apr. 4 


Particulars. 


Mar. 31 By Cash on 200 Shares 


fijj' Amount Paid. 


May 1 i, Call. 10/ 50 0 0 May 6 n CaSh. 181 50 0 0 

100 0 0 100 0 0 


i & 1. 

d 

25 0 

0 

25 0 

0 

50 0 

0 

| 100 0 

0 

1 



Share Account 


Shares Acquired. 


•£ ’S 

DiU. ||S? || III 

. II l r !«■' 


Shares Disposed of. 


Distinctive 

Numbers. 



sea 

ej 3 SP 
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TRANSFERS OF SHARES, ETC. 


The particulars as to shares acquired are ob¬ 
tained in the first instance from the Application 
and Allotment Sheets, the cash paid by the share¬ 
holders being posted from the subsidiary Cash 
Books mentioned above. Particulars of shares 
acquired or disposed of after the original allot¬ 
ment are obtained from a book called the Register 
of Transfers, a specimen of which is shown on this 
page. 

Shareholders are entitled, subject to the regu¬ 
lations of the company, to transfer their shares. 
This is done by means of a document known as 
a transfer deed, which is executed under seal and 
forwarded to the company with the share certifi¬ 
cate for registration. (For the common form of 
deed see Part 111, Chapter IV.) The transfer is 
laid before the directors for consideration, and 
if approved, effect is given to it by the shares 
being taken out of the name of the transferor and 
entered in the Register of Members and Share 
Ledger in an account in the name of the trans¬ 
feree. It is to be noticed that transfers of shares 
do not affect the Company’s Share Capital Ac¬ 
count in the financial books, as the shares trans¬ 
ferred are not new shares in respect of which 
there is a fresh capital liability by the company, 
but are existing shares in respect of which the 
Share Capital Account has already been credited. 

Calls on Shares 

When the full nominal value of the shares is 
payable to the company under the terms of the 
prospectus within a short period, the form of 
application and allotment sheets op pages l(j] and 
162 give all the information required for complet¬ 
ing the entries in the Share Ledger; but it not 
infrequently happens that only a portion of the 
face value of the shares is payable within a ..Ilort 
time of allotment, the balance being left uncalled 
until required by the company. This is particu¬ 
larly the case with Banks, Insurance Companies, 
and large financial institutions generally, which 
desire to show a strong position, so far as meeting 
liabilities is concerned, by having a large reserve 
of capital which the shareholders can be called 
upon to pay up. Sometimes the Articles of 
Association provide that the uncalled capital shall 
only be enforceable in the event of liquidation. 
But in most cases the full amount of the shares 
is payable during the existence of the company 
as and when the directors decide it is required 
and call it up. Resolutions are passed by the 
directors, fixing the tinge and place of payment, 
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and notice is sent to each shareholder of the 
a*#)unt .payable by him. 

As each call is payable entries are made in the 
..‘company's books similar to those shown above, ex¬ 
cept that the accounts to be debited with the total 
sums payable on edbh date will be First, Second, 
Third, die., Call Accounts instead of Application 
and Allotment Accounts. The Share Capital 
• Amount is, however, credited in the same way as 
ontthe original issue with the full sums payable. 

|t is desirable to have subsidiary cash books to 
record the receipt of the sums paid by the share¬ 
holders in respect of*the calls, the daily totals 
being carried into the general cash book. It is 
not necessary to have call sheets, although these 
are sometimes used, being ruled on the same 
lines as the application and allotment sheets as 
regards the sums payable. The accounts of the 
individual shareholders in the Share Ledgers are 
debited with the amount each has to pay and 
credited with the sums received as shown by the 
subsidiary cash books. It is usual to open separate 
banking accounts for each call, care being taken 
to pay amounts received into the correct, account. 
Periodically the amounts to the credit of the 
several call accounts at the Bank will be trans¬ 
ferred to the company’s general account, and so 
be brought into the general funds of the company. 

Forfeiture of Shares 

Most companies have the right, under their 
Articles of Association, to forfeit the shares of any 


member in arrear on his shares. When this power 
is exercised the issued capital of the company as 
shown in the Capital Account is reduced to the 
extent of the amount called up on the shares, 
since they can no longer be treated as issued, and 
entries must be made to record this fact in the 
books. The Application, Allotment, and Call 
Accounts have been debited, and Share Capital 
Account credited, with the amounts payable on 
the shares. The Application, Allotment, and Call 
Accounts have also been credited with such sums 
as have been paid on these particular shares. As 
something remains unpaid, the balance outstand¬ 
ing appears as a debit on the respective accounts. 
The effect of the forfeiture is to deprive the share¬ 
holder of all interest in the shares and in the 
money paid to the company in respect of them. 
As the amouut of the issued capital is decreased 
by reason of the forfeiture, the Share Capital Ac¬ 
count must lit', reduced in the books correspond¬ 
ingly. Entries must also be made on the Allot¬ 
ment and Call Accounts extinguishing the debt 
owing by the shareholder whose shares have been 
forfeited. The money paid on the shares is retained 
by the companj, and, as no liability on Capital 
Account or otherwise any longer exists, the amount 
may he regarded as a gain by the company. 

Suppose a shareholder had been allotted 200 
6J shares and had paid 2s. 0 d. per share on appli¬ 
cation, but nothing further, although the. full 
amount was called up, and that the directors sub¬ 
sequently forfeited his shares; the entries to be 
made in the books would be:— 


JOURNAL 


July 1 Ordinary Share Capital Account ... * ... I' r - 

To Forfeited Shares Account .i 

For amount called up on 200 shares allotted to W. Green, for¬ 
feited by resolution of the Board, dated 80 June, 1912. 

Y Forfeited Shares Account. 1>r - 

To Allotment Account . 

n Call Account . . 

For amount unpaid on 200 shores in the name of W. Green. 


I .C a <t ; £ 

I 200 0 0 1 


175 0 0 


200 0 


75 0 

100 0 


im 
July II 


To Forfeited Shares Account.. 


LEDGER 

Ordinary Shark Capital Account 
£ «. if. 1912 

200 0 0 ?pr. 1 By Application Account. 

(■)». 0(f. per share on 10,000 
shares.) 

„ Allotment Account.... 

(7a Sd per share on 10,000 
shares allotted.) 

May 1 i» Gall Account. . 

(10s. per shaie on 10,000 
shares.) 


£ l. 

1250 0 


3750 0 


5000 0 
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Ordinary Shark Application Account 


1811 



£ 

8. 

d. 

1911 

.... bb —asas bii ■:■■■ as o eat sea ~r. ■ - j-. 

1 £ 

9. 

d. 

Apr. 

1 

To Ordinary Share Capital 


1260 



Apr. 

1 

By Cash... 

A1260 

0 

0 









f 

| 




Ordinary Shark Allotment Account 


1911 



£ 

8. 

d. 

1911 

-- -- : - 


£ 


<4. 

Apr. 

1 

To Ordinary Share Capital 





Apr. 

10 

By Cash. 


8675 

0 

0 



Account. 


3760 

0 

0 

July 

1 

ii Forfeited Shares Account 


76 

0 

0 


C 



3750 

0 

' 

0 





3760 

0 

0 


4 

Ordinary Shark Call Account 


1911 



£ ; * 

d 

- 

1912 



J. JUMAB 

£ 

8. 

d 

May 

1 

To Ordinary Share Capital 


1 


May 

10 

By Cash. 


4900 

0 

0 



Account.. ... 


6000 | 0 

i 

0 

July 

1 

H Forfeited Shares Account 


100 

0 

0 





5000 1 0 

0 





6000 

0 

0 





| ‘ 









Forfeited Shares Account 


1911 



! £ 

8. 

d 

1011 



£ 

8. 

July 

1 

To Allotment Account. 


i 75 
; ioo 

0 

0 

July 

l 

By Ordinary SharS Capital 
Account. 





it Call Account. 


0 

0 


200 

0 











It will be seen that the effect of these entries is 
to reduce the Ordinary Share Capital Account to 
the amount for which the company is now liable 
to its members in respect of capital, and to write 
off the balances due on the Allotment and Call 
Accounts. The credit of £25 remaining on the 
Forfeited Shares Account, representing the an iunt 
paid by the shareholder on the shares, will be in¬ 
cluded on the liabilities side of the Balance Sheet 
immediately under the Share Capital, but must 
not be added to it, as it is of a different nature. 

The directors usually have power to reissue 
forfeited shares, and if they exercise it the Snare 


Capital Account must be increased by the amount 
called up on the shares. They may issue them 
at a price below par, if in their opinion they are 
justified in doing so, subject to the condition that 
the total amount received by the company from 
the original holder and from the newt,allottee 
represents at least 20s. in the £ on the sum called 
up on the shares. If they can obtain par or more 
for them, they must, of course, do so in the 
interests of the company. Suppose the directors 
decide to reissue the above shares to A. Purchaser 
upon his agreeing to pay 18s. 9 d. per share for 
them. The journal entries would be:— 


JOlAiNAL 


1911 




£ 

«• 

d. 

A 

f. 

4k 

Aug. 

1 

A. Purchaser . 

... Dr. 


187 

■a 

0 






Forfeited Shares Account 

... Dr. 


26 

H 

0 






To Share Capital Account 

« • « 





200 

0 

0 



ii Share Premium Account ... 

• • • * • * 





12 

10 

0 
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These entries when posted to the Ledger will have 
effect of closing the forfeited Shares Account 
and opening a new account to record the fact that 
the company has received a premium of £12,10s. 

on the reissue of the shares. 

% 

Fully Paid-up Vendor Shares 

It is not essential that shares issued by a company 
should be .paid for in cash* They may be issued 
and regarded as fully paid up for other considera¬ 
tions^ such as the sale of property to the company 


or services rendered. If shares are issued as fully- 
paid for a consideration other than cash, a contract 
must be filed with the llegistrarstating theconsider- 
ation and the number of shares allotted. Shares 
are frequently issued in this manner when a com¬ 
pany is formed to acquire the assets and take over 
the liabilities of an existing business at an agreed 
price. When this happens, a Balance Sheet of the 
business to be acquired is prepared as at the date 
from which the company is to tako over. Suppose 
the business to be purchased is that of Messrs. 
Aye A Bee, whose Balance Sheet is as follows 


BALANCE SHEET or Ayk ft Bug at 30 Junk, 1912 





£ 

8 

Creditors. 

Capital: Aye... 

... £7500 0 

6 

4,500 

0 

Bee.... 

... 4000 0 

0 

• 

11,500 

0 







16,000 

0 







d. 


£ 

8 . 

0 

Cash . 

500 

0 


Debtors . 

3,000 

6,000 

0 


Stock. 

0 

□ 

Plant and Machinery . 

2,500 

0 


Promises. 

4,000 

0 

— 


-- 

-— 

0 

• 

16,000 

0 


The price agreed to be paid by the company is 
£17,000, of which £6000 is to be paid in cash and 
£12,000 in Ordinary shares issued as fully paid. 
The company is registered under the name of Aye 
& Bee, Limited, with a nominal capital of £20,000 in 
£1 Ordinaryshares, of which 8000 are subscribed and 
paid for in cash by the public. It is obvious that a 
considerable sum is being paid for goodwill, as the 
assets in the firm’s Balance Sheet total only £ 10,000, 


against which the company is to discharge the lia¬ 
bilities amounting to £4500. The net value of the 
property which the company acquires is, therefore, 
£11,500 only. The difference between this sum 
and the purchase price of £17,000, viz. £5500, repre¬ 
sents the price charged by the vendors for goodwill. 

The entries necessary to record in the books the 
purchase of the business and the payment of the 
vendors will be as follows:— 


JOURNAL 


L 

1 

Cash. 

Dr. 


Debtors (each debtor’s account being separately debited).. 

M 


Stock . 

II 


Plant and Machinery. 

If 


^Premises . 

^Goodwill . 

1» 


II 


To Aye ft Bee . . 

For the agreed price of the above assets acquired 
under agreement dated 25 June, 1912. 

II 


Aye ft Bras . 

Dr. 


To Sundry Creditors (shown in ledgers in detail) 

For liabilities taken over by the Company under 
the purchase contract 

Dr. 


Ayb ft Bek . 


To Ordinary Share Capital Account ... j . 

For 12,000 fully paid up £1 shares allotted to them 
by Board Minute dated 1 July, 1912, in part pay¬ 
ment of the purchase price of their business. 

Dr. 


Application and Ahotmknt Account . 


To Ordinary Share Capital Aocount . 

For the amount payable on application and allot- 



merit for 8000 shares. 



£ 

s 

it 

£ 

s. 

500 

0 

0 



3,000 

0 

0 



6,000 

0 

0 



2,500 

0 

0 



4,000 

0 

0 



5,500 

0 

0 






21,500 

0 

4,600 

0 

0 






4,500 

0 

12,000 

0 

0 






12,000 

0 

8,000 

0 

0 






8,000 

0 


• 
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1912. 

July I 1 
10 


To Aye & Bee. 
i> Application 



raent Account 


1912. I I 

July_ 

1 To Sundry Creditors. 


ii Balance c/d. 

July 

1 To Share Capital Account.. 

Tl 

10 n Cash. 


1912. 

July I 1 To Aye & Bee . 


1912. 

July I 1 To Aye & Bee 


1912. 

July 1 To Aye A Bee 
* 
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CASH KOOK 




£ 

K. d 1912 



& 

8. 

500 

0 0 July 

10 


By Aye A Bee: Part pay- 






menfc of purchase price SOOO 

0 

8000 

0 0 







Sundry Debtors 



Plant and Machinery 



Premises 



Goodwill 
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Scndrt Creditors 


1912. 
July | 1 


By Aye & Bee 


1 

£ 

*, 

4500 

0 

1 




Shake Capital Account 



1 1912. 



£ 

H. 

July 

1 

By Application aud Allot- 






inent Account.. 


8,000 

0 



.1 Aye & Bee . 


12,000 

0 








d. 

0 

0 


Application and Allotment Account 


1812. 



£ *. 

d. 

1!U-. 


July 

1 

To Share Capital Account... 

• 


8000 0 

0 

J Illy 

10 


By Cash. 


- * -- « 



£ 

8 . 


sooo 

0 



1 


GOODWILL 


The question of goodwill is one requiring the 
careful consideration of directors, who are fre¬ 
quently asked to pay very large sums in respect 
of^this item, which, although often of considerable 
value, is of quite a different nature from the other 
assets. The general considerations with regard 
to Goodwill have been noticed in Part 1II, 
Chapter XVI. Goodwill is of value in the earn¬ 
ing of revenue and profits, but has no cash value 
except upon a sale of the business or a portion 
of it. 

An important factor in arriving at a fair price 
to pay for goodwill is the amount of the profits 
of the business being acquired. There are, of 
course, other considerations, such as the nature 
of the business and the time it has been estab¬ 
lished. The usual basis, however, ui»on which 
the priJ5 of this asset is fixed is a number of 
years’ purchase of the profits—usually from two 
to five years’. In this connection directors may¬ 
be warned not to accept a mere certificate that 
the average profits of a given period amount fo 
a certain sum. They should insist on seeing a 
statement Of the profits of each year of the period 
selected for the average, which should not be less 
than five years. The importance of this is tluit 
they may ascertain whether the profits have 
shown any considerable fluctuations and whether 
they are Steadily declining or increasing. If a 
continual fan be shown, the directors should be 
on their guard against paying a high price for 
the gopdwfil, as the business in such a case is 
probably being formed into a company because 
the proprietors desire to get out of a failing 


undertaking. If the statement of profits shows 
considerable fluctuations, explanations should be 
obtained, as it may be that an exceptionally 
favourable year which has swelled the average 
is tin* result of circumstances which may never 
recur. 

In the case of limited companies the acquisition 
of goodwill will practically always lie in connec¬ 
tion with a trading concern, so that the question 
whether the goodwill depends on the personality 
of the proprietor is not of such urgency as in the 
case of a professional man purchasing a business. 
The point must not, however, be overlooked, and 
should it appear that any future earnings will 
depend on the eoi^iuucd connection of the old pro¬ 
prietor with the business, provision for his services 
should be made. (See also Part I, Chapter I.) 

Profits before Incorporation 

The contract relating to the sale of a business 
to a company usually provides that the company 
shall take it over as from a stated date, up to 
whijh the profits will belong to the vendor and 
all outgoings be paid by him. After that date 
the benefit of the trading will belong to the com- 
, fpany; and if, as usually happens, the. completion 
of the purchase takes place some time later, the 
business is carried on in the meantime by the 
vendor on the company’s behalf. The date from 
which the company takes over the business is 
frequently prior to the formation of the company. 
In such a case the company is not entitled to 
carry into its Profit and Loss Account for dis- 
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tribution amongst its shareholders the profit on 
the trading for the period between the date from 
which it takes over the business and the date 
from which it is entitled to commence business. 
The profits during this period must be capitalized, 
and may be treated as a reserve or applied to 


reduce the purchase price of the Assets, goodwill 
being an appropriate item to which to transfer the 
amount. In the event of the trading during^he 
period referred to resulting in a loss, there will be* 
a debit balance to add to the cost of the property* 
acquired. c 


ISSUE OF SHARES AT A PREMIUM 


Although a company may issue shares for a 
consideration other than cash, they must not be 
issued at a discount whether the consideration 
received is cash or otherwise. Since the Com¬ 
panies Act, 1900, it has been permissible for a 
compauy to pay commission for the underwriting 
of its capital, but with this exception a company 
must receive in cash or other valuable considera¬ 
tion the full face value of every share it issues. 
It may, however, issue its shares at a premium 
if it is able to do so. This will not. as a rule be 
the case with a new company unless it is taking 
over an established business at'what is regarded 
as a low price. The issue of shares at a premium 
is generally made by companies which have for 
some time carried on business and distributed 
large dividends to their shareholders. In such 
cases, when further capital is required, it is ob¬ 
viously to the advantage of the company to obtain 
more than the face value of the shares it issues, 


for it has the use of the additional cash without; 
having any corresponding liability to its share¬ 
holders on capital account, «nd thus has a smaller 
capital on which to pay dividends. When such 
an issue is made, the amount received by the 
compauy by way of premium is credited to a 
“ Premium on Shares Account”. The amount of • 
premium, payable is t generally added to the sum 
due on either application or allotment. The 
method of dealing with the premium in the books 
of account will be seen from the following illus¬ 
tration: The General Utility Company, Limited, 
makes an issue of 20,000 Ordinary shares of £l 
each at a premium of 10s. per share; applicants 
are to pay for the shares 5s. per share on applica¬ 
tion, 15s. on allotment (including the premium), 
and 10s. one month after allotment. The issue 
was fully subscribed. The Journal entries which 
would have to be made to record these facts would 
be as follows:— 


.JOURNAL 


1912. 




£. 

8. 

d 

£ 

6. 

d. 

April 

1 

Application Account . 

Dr. 


5,000 

0 

0 






To Ordinary Share Capital Account 






5,000 

0 

0 



Allotment Account. 

I)r. 


15,000 

0 

0 






To Ordinary Hk ire Capital Account 






5,000 

0 

0 



n Ordinary Share Premium Account .. 






10,000 

0 

0 

May 

1 

Call Account . 

Dr. 


10,000 

0 

0 






To Ordinary Share Capital Account 






10,000 

0 

“0 


Assuming that the company received all the cash payable on the shares, the accounts would appear 
in the Private Ledger as under :— 


l 


LEDGER 


Appucati5w Account 


1912 ! 



£ 

6. I 

id. 

| 1912. I 

-- ;i '—pi ■ ,iir nr iptt'ii |l 

| £ 


rr 

Apr. 

1 

To Ordinary Share Capital 


_5000 

i 



Apr. 

1 

By Cash.... 

| 5000 

0 

n 



Account. 


0 

1 0 




I 


mm 
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l 


r 


To Ordinary Share Capital 

-Account. 

tt. Ordinary Share Pre¬ 
mium Account. 


Allotment Account 


£ 


A. 

1912. 



£ 

8. 




Apr. 

10 

By Cash. 


15,000 

0 

5,000 

0 

0 







10,000 

0 

0 







15,000 

0 

0 





15,000 

0 


1 

1 





1 

1 

1 


1912. 1 

• .... 

May 

1 

To Ordinary Share Capital 



Account. 

1 




Call Account 


£ 

R. 

A. 

1912 . 





May 

10 

By Cash 

10,000 

0 

0 













£ 

8. 

A . 

110,000 

0 

0 

• 




Ordinary Shark Capital Account 



1912. 



£ 

8, 

Apr. 

1 

By Application Account... 


5,000 

0 



H Allotment Account. 


5,000 

0 



ii Call Account. 


10,000 

0 


Ordinary Share Premium Account 








1911 




£ 

d 







Apr. 

1 

By Allotment Account. 


10,000 

0 


DIVIDENDS 


The Profit anil Loss Account of a company it 
prepared on the same principle as that of a single 
trader or a firm, but the balance, instead of being 
transferred to the Capital Accounts of the pro¬ 
prietors is in those cases, is carried to the credit 
of a “Profit and Loss Appropriation Account”. 
That account is then debited with various items 
to record how the profit has been disposed of, e.g. 
the payment of dividends, creation of a Reserve, 
Ac., and the balance is carried forward to the 
next period as shown below. 

A company may only pay dividends to its share¬ 
holders of whatever class out of profits earned, 
tt is not necessary to discuss here what are profits. 
When a dividend is declared by a company, a 
document, called a dividend warrant is forwarded 
to each shareholder entitled to participate. It is 
ill two parts, the first being a notification to the 
Shareholder of the dividend declared, showing the 
amount to which he is entitled; while the second 
part ia in the nature of a cheque, being an autho¬ 


rity to the company’s bankers to pay the amount 
due. Income Tax is always deducted by com¬ 
panies from dividends paid on Preference shares, 
and also on Ordinary shares unless the dividend 
on the latter is declared free of tax. The com¬ 
pany, of course, pays tax on the full amount of 
its assessed profits. (See Chapter VIII of this 
Part.) The amounts thus deducted from the 
shareholders’ dividends go in relief of the amount 
paid to the Revenue authorities. 

In the books of account the amount of the 
dividend is debited to the Profit and Loss Ap¬ 
propriation Account and credited to a dividend 
account. The amount paid and the Tax deducted 
^are debited to the dividend account, which is 
closed, as in the example shown on p. 176. It is 
the general practice to draw a cheque for the total 
amount payable to the shareholders in respect 
of each dividend, and to open a special banking 
account out of which the dividend warrants are 
paid. 
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PROFIT AND LOSS APPROPRIATION ACCOUNT 


1912. 



— an-f.y—ror 

£ 

s. 

d. 

1912. 


rasa 

£ • 

m 


June 

30 

To Di v idend on 40,000 5 per 





June 

80 

By Net Profit for year b/d 


11,166 

4 

6 



cent Preference Shares 


2,000 

0 

0 







• 



ii Dividend at 10 per cent 














on 40,000 Ordinary 














Shares. 


4,000 

0 

0 










ii Reserve Fund Account 


2,000 

0 

0 










ii Balance c/d. 


3,156 

4 

6 












11,156 

4 

6 





11,166 

4 

6 








July 

1 

By Balance bjd .. 


3,166 

4 

6 


PREFERENCE DIVIDEND ACCOUNT 


--„ - 

1912. 



1 

£ 

A. 

<1. 

1912 




£ 

8. 

d. 

Aug. 

30 

To Cash. 



1383 

6 

8 

June 

30 

By Profit and Loss Appro- 




• 


ii I neome - tax 

Account 







priation Account. 


2000 

0 

0 



(Is. 2d. on 

£2000)... 


11G 

13 

4 












2000 

0 

0 





2000 

0 

0 

















ORDINARY DIVIDEND ACCOUNT 


1912. i 




,s 

d. 

1912 




£ 

T 

d. 

Aug. 

30 

To Cash . 


3766 

13 

4 

J unc 

30 

By Profit and Loss Appro- 







ii Income - tax Account 







priation Account. 


4000 

0 

0 



(l.s. 2d. on £4000)... 


233 

6 

8 












j 4000 

0 

0 





4000 

0_ 

0 





> 1 1 

INOOME-TA 

X AO 

COl 

nvT 





1918. 



!| L 

,S 

rt. 


. 1 



£ 

8 . 

d. 

Jan. 

1 

To Cash (1 s. 2d. on £11,156, 


!l ! 



Aug. 

30 

By Preference Dividend 







4s. 6d.) . 


6-0 

15 

8 

* 

j 

Account. 


116 

13 

4 










ii Ordinary Dividend Ac- 














count... 


233 

6 

a 





j 







V, 




PRELIMINARY EXPENSES 


Certain expenses are incurred in the formation 
of every company in connection with the registra¬ 
tion. Fees are payable on filing the Memorandum 
and Articles of Association, and ad valorem* duty 
is payable on the amount of the nominal capital 
(Part III, Chapter IY). In the event of a public 
issue of sliares further expenses will be incurred^ 
in inspect of printing and advertising the pros¬ 
pectus, postage, <fec. Other expenses, such as 
underwriting commission, brokerage on shares, 
and legal charges, will also have to be paid before 
the company is in a position to commence busi¬ 
ness. All these charges are known generally as 


“Preliminary Expenses”, and when they are pay¬ 
able by the company they are debited to a Pre¬ 
liminary Expenses account in the ledger. As the 
company may in a sense bo regarded as benefiting 
from this outlay during the whole of its existence, 
the expenditure may be said to partake of t^O 
nature of capital expenditure, but as there is Uo 
realizable value attaching to it the amount is 
practically always written off during the early 
years. It is desirable to write it off against 
revenue over the first three years by charging an 
equal amount to the Profit and Loss Account 
during that period. ' 
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DEBENTURES 


nsiderable confusion exists in the minds of 
■many people with regard to the nature of de- 
»bent urea and debenture stock. These forms of 
investment are frequently rbgarded as a superior 
class of share, but it cannot be too clearly stated 
that they are entirely different from shares with 
regard to priority both of principal and income. 
Shares represent the interests of the proprietors 
of the undertaking which issues the shares, while 
debentures represent loans advanced to the com¬ 
pany by persons whs, as a rule, are in an excep¬ 
tionally favourable position as to repayment. 
The shareholders are in fact in the same position 
at to priorities as the owner of a private business, 
while debenture holders are, as a rule, in the 
position of mortgagees. . • 

It is very seldom that debentures are issued 
which do not give the holders a charge or mort¬ 
gage on the company’s assets as security for re¬ 
payment. When debentures do not contain such 
a charge they are no more than promissory notes 
and the holders are in the same position as ordi¬ 
nary trade creditors. The difference in character 
between debentures and shares is further empha¬ 
sized by the fact that whereas shareholders may 
only receive dividends out ot profits earned by 
the company, debenture holders are entitled to 
interest at an agreed rate whether the company 
earns profits or not. In fact., if the interest is not. 
paid punctually they usually have the right, to take 
possession of the company’s property by means 
of the appointment of a Receiver, with power to 
sell the property for the purpose of paying the 
debenture holders their principal and interest. 

The usual form of debenture issued by a com¬ 
pany is known as a mortgage debenture, because 


it is in effect a mortgage on the company’s assets. 
For full information as to the conditions under' 
which debentures are issued, see Part III, Chapter 
IV; but it may be mentioned here that debentures 
may be issued either in consideration of cash 
advanced or fully paid up as consideration for 
property sold to the company. 

In the case of a public issue of debentures for 
which subscriptions are invited, the entries to be 
made in the company’s books are very similar 
to those made on the issue of shares. Forms of 
application are issued with the prospectus or other 
invitation to subscribe, as in the case of shares. 
The applications are sent direct to the company’s 
bankers with remittances for the deposit, arid a 
list of them is prepared upon which the directors 
make the allotment. The list is similar to that 
used for share allotments, sufficient money columns 
being provided tor the instalments by which pay¬ 
ment has to be made tor the debentures. 

Accounts are'opened in the Private Ledgei, 
entitled Debenture Application and Debenture 
Allotment Accounts, to represent in bulk the 
persons who have applied for and been allotted 
debentures. These accounts are debited in total 
with the sums payable on application and allot¬ 
ment, and a Debenture Account is credited with 
the amounts. Debentures are always paid up in 
full within a short period of the issue, and fre¬ 
quently all the money has to be paid on allot¬ 
ment. There is, therefore, no occasion to open 
Call Accounts as in the ease of shares. The fol¬ 
lowing Journal entries will afford sufficient in¬ 
formation as to the methods adopted to bring 
the facts with regard to the debentures into the 
financial books 


.lOUTtNAL 


1912. 

-- * -- — " - * * 1 ~ 


"'V 

s. 

d . 

£ 

if. 

April 

1 

Debenture Application Account... Dr. 


10,000 

0 

0 




To Debentures Account. 





10,000 

0 



For deposit of ‘20 per cent payable on 









application for £50,000 debentures. 







April 

8 

Debenture Allotment Account . Dr. 


40,000 

0 

0 




■ To Debentures Account.• 





40,000 

0 



For balance of 80 per cent payable on 







• 


allotment of £50,000 debentures. 














l 



These entries are posted in the ordinary manner 
tb accounts in the Private Ledger. 

. If the number of applicants is large, it is de¬ 
sirable to. have subsidiary cash books to record 
the receipt Of the debenture moneys, the daily 
voi. ra.. 


totals only being entered in the general cash 
book, and posted from there to the Debenture 
Application and Allotment Accounts in the 
Ledger. 

It will be necessary to keep a Register of the 

101 
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debenture holders; but as debentures are, as stated 
above, always fully paid up within a short time 
of allotment, it is not necessary to include a cash 
account for each holder. The allotment sheets 


contain all the information required in connection 
with the amounts due and paid by the individu^ 
holders. The following form of register is all that 
is necessary:— 


REGISTER OF DEBENTURE HOLDERS 


Name —William Black. Occupation —Merchant. 

Address —1 Low Road, Yorktown. 


Debentures Acquired. , 

-. . c . 

Debentures Transferred. 

Balance. 

So. of Transfer 
or Allotment. 

Date. 

* 

.1# 

« ° 

ft 

Amount 

Acquired. 

Distinctive 

Numbers. 

C 

If 

o 

Date. 

Transferee's 

Folio 

T3 

g t 

ajs 
< a 

H 

Distinct: e 
Numbers. 

Date. 

Amount 

From 

To 

From 

To 


1012. 


£ 




1912. 

t 

£ 



1912. 

& 

65 

Aug. 

15 

41 

500 

681 

730 

85 

Oct. 

18 

93 

260 

681 

706 

18/10 

250 














c 




This Register must not be confused with the 
Register of Mortgages which every company is 
required to keep. That is a book containing par¬ 
ticulars of every charge of a certain character 
created by a company, while the Register shown 
above is a statistical book to be used when de¬ 
bentures are issued in a series to a considerable 
number of holders. 

Debentures Issued at /a Discount 

Debentures are either redeemable, in which 
case the amount advanced to the company is re¬ 
payable at a fixed date, or irredeemable, in which 
event the principal is only payable on default by 
the company on one or more of the conditions on 
which the debentures were issued. 

Debentures, unlike shares, may be issued at a 
discount. This means that in the case of a re¬ 
deemable debenture the company has to rep;fy at 
the expiration of the loan, or earlier in the case 
of default, a larger sum than it has received. The 
result is the same when a company issues deben¬ 
tures at par which are repayable at a definite 
date at a premium. In either case the company 
suffers a loss which must be recorded in the books. 
In the case of an issue at a discount, an account is 
opened at the time of the issue entitled “Discount 
on Debentures Account” or some equally descrip¬ 


tive title, and debited with the amount of the 
discount. This discount is tile amount which the 
company will lose eventually, but as the benefit of 
the loan is spread over a term of years the loss is 
not charged against the Profit and Loss Account 
of a single year, but is spread over the whole 
period, a proportion being debited in the accounts 
annually. 

.To illustrate the method adopted to deal with 
the discount in the books, let the case of a com¬ 
pany be taken which has made an issue of £50,000 
4| per cent mortgage debentures at the price of 
repayable at par in twenty-five years. The 
entries made in the books of account to deal 
with this position would be similar to those shown 
on p. 179. 

By means of these entries the liability of the 
company to the debenture holders is shown at 
the full amount from the commencement, while 
the writing off of the discount on the issue is 
spread over the period during which the company 
ha9 the use of the'money. • 

When debentures are issued at par and are re¬ 
payable at a premium, the entries to be made 
are similar in effect but slightly different in form; 
There is no immediate difference to record, but 
provision has to be made over the period of the 
loan for the larger sum the company will have 
to repay. The entries on the issue wifi be a debit 
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JOURNAL 


. 1912. 

yj»n.| ; 


Dec. 


31 


1913. 

Deo. 1 31 


Debenture Application and Allotment Account ... Dr. 

To Debentures Account. . 

For the amount payable on application and allotment 
for £50,000 debentures at 95. 

Discount on Debentures Account . Dr . 

To Debentures Account. 

For the amount of the discount on the issue of 
£50,000 debentures at 95. 

Profit and Loss Account . Dr. 

To Distount on Debentures Account ... . 

For the proportion of discount written off for the 
year, being one twenty-fifth of the total. 

Profit and Loss Account . ... Dr . 

To Discount on Debentures Account. 

Further proportion writtep off for the year 1933. 


£ 

47,500 


2,500 


100 


300 


47,500 


2,500 


300 


100 


I » 


d. 


Dr. CASH BOOK 


1912. 



£ 

8. 

a 





•Tan, 

1 


To Debenture Application 











and Allotment Account 

47,500 

0 

0 






Cr. 


LEDGER 


Dr. Debenture Application and Allotment Account Or. 


1913 



£ 

8 

ii 

1912. 



£ 

8. 

d. 

Jan. 

1 

To Debentures Account... 


47,500 

0 

0 

Jan. 

1 

By Cash. 


47,500 


















Discount on Debentures Account 


1912. J 



£ 

8. 

<1. 

191 

1 



£ 

*■ 

d. 

Jan. 

1* 

To Debentures Account... 


2600 

0 

0 

Dee. 

33 

By Profit and Loss Ac- 














count. 


3 00 

0 

0 










n Balance e/d .. 


2400 

0 

0 





2500 

0 

0 





2500 

0 

0 







inis 






Jan. 

1 

To Balance b/d. 


2400 

0 

0 

Dee. 

31 

By Profit and Loss Ac- 












* 


count... 


100 

0 

0 


i • Debentures Account 
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to the Debenture Application and Allotment Ac¬ 
count and a credit to Debentures Account of the 
par value payable by the allottees. The Applica¬ 
tion and Allotment accounts will be closed as 


usual by being credited with the amount received 
as shown by the Cash Book. At the end. of the® 
first year the following entry will be made in the 
Journal:— 'l 



- 

----n-*--- u -----—-- 




■SST"" 

—— 

atesaa 


1912. 



& 

8. 

d. 

& 

8. 

d. 

Dec. 

31 

Profit and Loss Account . Dr. 


100 

0 

0 






To Premium cm Debentures Account 



t 


100 

0 

0 


This will be posted to the accounts named, and 
the process continued until the date when the 
debentures are repayable, by which time the 
credits tm the Premium Account will amount to 
£2500, the sum payable to the debenture holders 
in addition to the amount they paid on the issue. 
This amount is then transferred to the credit of 
the Debentures Account, which will thus show at 
the date of repayment the actual sum due to the 
debenture holders. 


Debentures Issued at a 
Premium 

Debentures may be issued at a .premium and 
made repayable at par, iu which event the com¬ 
pany makps a profit of the amount by which the 
cash received exceeds the face value of the deben¬ 
tures. The entries necessary in this event are as 
under:— 


< 

JOURNAL 


1912 



£ 

8. 

d. 

£ 

8 . 

d. 

July 1 

Debenture Application and Allotment Account Dr. 


52,500 

0 

0 





To Delxmtures Account . 





50,000 

0 

0 


ii Premium on Debentures, Aicount . 





2,500 

0 

0 


Being the amount payable on application and allot- 



» 






inent for £50,000 debentures at 105. 









Dr. CASH BOOK 


1912. 


r 

£ 

S 

d. 




July | 10 


To Debenture Application 









and Allotment A c- 









count. 

52,500 

0 

0 






(being the amount received, 









including £2500 premium). 








Cr. 



t LEDGER 


Dr. Debenture Application and Allotment Account ' Cr. 












John BaLciholamev A Cc«£3)zzf 
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Debentures Account 


1012 . 
July 


By Debenture Applica¬ 
tion and Allotment 
Account. 


50,000 


Premium on Debentures 


191£ 

, 


Wk 

mm 

8 . 

July 

1 

By Debenture Applies- 

j® 





turn ami Allotment 






Account. 

1 

2500 

0 




■ 

• 



The amount of the premiums recefved by the I Premium Account, which may be debited with the 
company should not be transferred to the Profit expenses connected with the issue instead of those 
and Loss Account but should be retained on the expenses being charged to Profit and Loss Account. 


INCREASE AND DECREASE OF CAPITAL 


Increase 

When a company increases its nominal capital 
it is generally for the purpose of making a 
further issue of shares. The additional amount 
of nominal capital does not require any entry 
in the books of account, but if new shares are 
allotted entries must be made similar in all re¬ 
spects to those made on the original issue. Appli¬ 
cation, Allotment, and Call Accounts must be 
debited, and Share Capital Account credited, with 
the amounts payable as shown on pp. lt>5 and VJ(>. 
This must be repeated on every issue. 

Sometimes a company makes a distribution of 
shares m payment of a dividend. In such a case 
the Dmdend Account must be debited, and the 
Share Capital Account credited, with the nominal 
value of the shares. If the shares are distributed 
at a price above par the Dividend Account must 
be debited with the full amount at which they 
are valued, Share Capital Account being credited 
with the nominal, value, and Premium on Shares 
Account credited with the difference 

Decrea&fe 

The several ways in which the paid-up or the 
issued capital may he reduced have been fully 
explained in Part IH, Chapter IV. The entries 
to be made in the books of account to record 
the facts in each case will depend upon the 
method by which the capital has been reduced, 


but there is one entry common to all, viz. a debit 
to Share Capital Account of the amount of the 
reduction. This is, of course, necessary in order 
to record the fact that the liability of the company 
to its shareholders on Capital Account has been 
reduced either permanently or temporarily. Be¬ 
sides the entries in the financial books, a record 
must be made on the accounts of the shareholders 
in the Share Ledger that the nominal amount of 
the shares has been reduced in each case. 

To take first the case of a decrease of capital 
arising from a return to shareholders of surplus 
profits not distributed as dividends, this may bo 
a temporary reduction only, as any amount re¬ 
turned to shareholders will be. available to bo 
called up in ease of necessity. The entries neces¬ 
sary are a debit to Share Capital Account and a 
credit to cash of the amount returned. There 
should also be a transfer of the amount from the 
Profit and Loss Account to the Reserve Fund 
Account. Cases of this kind are comparatively 
rare. 

deductions of capital are usually made in the 
ease of companies whose assets have shrunk con¬ 
siderably in value, or which have traded at a heavy 
loss and thus accumulated a large debit balance 
on the Profit and Loss Account. There is often 
a combination of both circumstances, and for pur¬ 
poses of illustration an instance will be taken 
where this is the case. 

The following is the balance sheet of suqh a 
company- 
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BALANCE SHEET of the Demos Brewkbt Company, Ltd., as at 31 December, 1912 


Capital and Liabilities 

£ 

8 . 

d. 

Assets 

£ - 

8. 

d. 

Authorized Capital; 




Freehold Brewery, Plant, Machinery, 




X 000,000 6 per cent Fre- 




&c. 

100,000 

0 

0 

ference Shares of 




Freehold and Leasehold Licensed* 




each. £1,000,000 




Properties. 

1,000,000 

0 

0 

1,000,000 Ordinary 




Goodwill... 

1,000,000 

0 

0 

Sharos of £1 each... 1,000,000 




Homes, Drays, Barrels, &c. 

60,000 

0 

0 





Stocks. 

40,000 

0 

0 

£2.000,000 




Debtors for Mortgages, &c. 

175,000 

0 

0 





Cash at Bank and in hand. 

10,000 

0 

0 

Capital Issued and Paid Ur: 




Profit and Loss Account—Balance 
of Loss... 

f 150,000 

0 

0 

750,000 6 per cent Pre- 




c 




ference Shares.,. £750,000 







l,000,0000rdinary8hares 1,000,000 









1,750,000 

0 

0 





First Mortgage Debentures: 








5000 4£ per cent First Mortgage 








Debentures of £100 each. 

500,000 

0 

0 





Mortgages on Company’s Properties.. 

250,000 

0 

0 





Trade Creditors. 

25.000 

0 

0 






2,525.000 

0 

0 


2,525,000 

0 

0 


{• 


€ 



A valuation of the projterties was made which 
came out at £650,000. It was decided to write 
off the depreciation on the properties and to ex¬ 
tinguish the debit on the Profit and Loss Account. 
A scheme was passed by the shareholders and 
approved by the Court under which the Ordinary 
shares/Were reduced to shares of 5s. each, and the 


Preference shares to 15s. each, the amount of the 
reduction being used to carry out the decisions 
above mentioned, and to write down the value of 
the goodwill as far as possible. The following 
would be the entries necessary to be made in the 
company’s books of account to give effect to the 
alterations 


JOURNAL 


1918. 



£ 

8. 

a . 

£ 

8. 

ar—n 

d. 

Mar. 

31 

Preference Share Capital Account ... . Dr. 


187,500 

0 

0 






Ordinary Share Capital*Account .. ... n 


750,000 

0 

0 






To Freehold and Leasehold Properties 





350,000 

0 

0 



i. Goodwill .. 





437.500C 

A 0 

0 



ii Profit and Loss Account 





150,000 

k 0 

0 



Being the amount of the reduction of the capital of 










the Company, applied in accordance with the scheme 










sanctioned by the Court on 5 March, 1913. 









LEDGER 


Dr. Preference Share Capital Account Or, 


1918. 



£ 

*. 

d. 

*1913. 



£ . 

8. 

■sw 

4. 

Mar. 

31 

To Sundries per Journal 


! 187,500 

0 

0 

Jan. 

1 

By Balance.,.. 

| 

750,000 

□ 

0 



„ Balance c/d. 


5(52,500 

0 

0 










f 



o 

0 





750,000 

0 

0_ 



\ 


! 

i 



Apr. 

1 

By Balance b/d 


1 

kO 

0 

7 
































OluSp. V] 


ACCOUNTS OF LIMITED COMPANIES 

Ordinary Shark Capital Aooount 


|t .Mar. 31 To Sundries per Journal 
n Balancec/d.. 


£ »■ d. 1913 

750,000 0 0 Jan. 1 By Balance.. . 
250,000 0 0 

1,000.000 0 0 

Apr. 1 By Balance b/d . 
Freehold and Leasehold Properties 


1913. V 

Jan. I 1 To Balanl^. 


° Apr. 1 To Balance b/d. 


1913. 

Jan. I 1 To Balance. 


Apr. 1 To Balance b/d. 


£ 

/?. 

d . I 1913 

- ---- ■ 

1,000,000 

0 

0 Mar. 

31 

By Sundries per Journal 





11 Balance c/d. 

1,000,000 

0 

0 



650,000 

0 

0 




1 I 

Goodwill 



; £ 

B 

d .I 1913 


1,000,000 

0 

0 Mar. 

31 

By Sundries per Journal 





11 Balance c/d. 

1,000,000 

□ 

0 



562,500 

0 

0 




£ *. d . 

1,000,000 0 0 


2.ooo,oooJ o | o 

250.000 0 I 0 


x. id. 

i 350,000 0 0 
| 650,000 0 0 

j 1,000J)00 0 0 


£ «. 

437.500 0 

562.500 0 

1,000,000 0 


Profit and Loss Account 


1913. 

Jan. I 1 To Balance. 


». d.l 1913 


150,000 | 0) OIMar. I 31 By Sundries per Journal | 150.000 | 0 


After making these entries the Balance Sheet of the company would appear as under:— 

* 

BALANCE SHEET of the Demos Brewery Company, Ltd., and Reduced at 1 April, 1913. 

*N - 


I £ 


Capital and Liabilitiei 
Authoij^ed Capital: 

1,000,000 0 per cent Pre¬ 
ference Snails of 15s. 

each... £750,000 

1,000,000 Ordinary 
Shares of 5s. each.... 250,000 1 

£1,000,000 

Capital Issued and Paid Up: 
750,000 6 per cent Preference Shares 
1,000,000 Ordinary Shares. ^ . 

* Foot Mobtgaoe Debentures : 

, 5000. per cent First Mortgage 
Debentures of £100 each. 

Mortgages on Company’s Properties... 
Trade Cred itora..... 



A Met * 

Freehold Brewery, Plant, Machinery, 

Ac.. 

Freehold and Leasehold Licensed 

Properties. 

Goodwill. 

Horses, Drays, Barrels, Ac. 

Stock.3. 

Debtors for Mortgages, Ac. 

Cash at Bank and in band. 
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The procedure is thus to ascertain the amount 
of loss the company has sustained both in respect 
of capital assets and on trading, and to treat this 
as a loss of the shareholders’ capital. The paid- 
up value of the shares is then reduced to an ex¬ 
tent sufficient to provide the sum it is decided to 
write off the assets, and to extinguish any debit 
balance on the Profit and Loss Account. 

Keductions of capital by cancelling shares not 


fPwtVI* 

issued or by reducing a liability not called up do • 
not require any entries in the books of account, * 
as in neither case has any entry been previously 
made relating to the capital which is extinguished.. < 
If a reduction be made by paying off out of. 
surplus cash in hand capital nob required for pur¬ 
poses of tho business, the only entries necessary . 
are a debit to the Share Capital* Account and a 
credit to cash of the amount so paid. 



CHAPTER VI 


DEPRECIATION, RESERVE FUNDS, AND 

SINKING FUNDS 


Depreciation—Reserves and Reserve Funds—Sinking Funds 


DEPRECIATION 


Reference has already been made to the subject 
of depreciation in relation to the balancing of the 
books, but further discussion of the Question is 
now necessary in regard to the provision to be 
made under this head, the method to be adopted 
in fixing the amount or rate of such provision, and 
the treatment in the books of the amount it is 
decided to provide* 

Practically all property except freehold land 
depreciates in value merely by effluxion of time, 
without taking into consideration other factors, 
such as wear and tear arising from use and obso¬ 
lescence, caused by a new invention. These arc 
the three principal factors affecting the question, 
and their relative importance in any particular 
case depends upon the nature of the property or 
asset to be dealt with. 


Effluxion of Time 

. The question of time is of the utmost impor¬ 
tance in the cases of leases and patent rights, 
and any other property or right held for a limited 
. period, after which the asset ceases to exist or 
* revertSf$? another. In such cases the cost of the 
' asset will be absolutely lost to tho lessee or 
patentee, as the case may be, subject to any 
residue of value there may be in the case of patents 
arising from the connection with the customers 
who have dealt with the patentee during the term 
of the patent. ThiB, however, is in the nature of 
goodwill, and cannot strictly be regarded as any 
residue of value in the patent itself. (As to Patents, 
see iWt HI? Chapter XIV.) A lease or any other 
•grant for a definite period ceases to have any valu^ 
when the term expires. 

, when the asset is acquired the cost, whether 
preromth, purchase price, or cost of exjteriments, 
is * debited, in the books to a Lease or Patent 
Account, and figures as an asset in the Balance 
.Sheet at the cost-price. Unless steps be taken to 
provide for the steady loss of value caused by the 


gradual expiry of the grant, the time will come 
when all value will have disappeared, while the 
property remains at its original cost as an asset 
in the books and Balance Hheet. The result of 
neglect to provide for depreciation under this head 
will therefore be to necessitate the writing oil in 
a lump sum at ( the end of the period of the value 
of the asset, which might have the effect of ex¬ 
tinguishing the profits of that particular year. 
Further, there is a failure to si tow the true position 
of a business from time to time, unless the assets 
are always shown at their real values. 

Wear and Tear 

This consideration arises particularly in relation 
to woiking plant and machinery, and is of first 
importance in the case of factories, mills, and 
engineering works. In these cases the loss arising 
from the use of machinery is an important item of 
cost in the manufacture of the article a business 
produces. Machinery in the majority of cases has 
a known period*! usefulness. During its working 
life it is being consumed in the process of manu¬ 
facture just as much as the materials upon which 
it works. There is thus a twofold effect to be 
recorded by charging the manufacturing account 
with a sum representing the used-up value of the 
machinery and writing off a like amount from the 
value of the asset. These considerations apply 
also to the assets such as leases mentioned above, 
bub the direct applicability of the principle is not 
so obvious. 

Obsolescence 

The possible loss of value under this head is 
more difficult to provide for. The assets to which 
it particularly applies are machinery, machine 
tools, and mechanical appliances generally, which 
are either used for manufacture or are the articles 
in which the business trades. Plant laid down for 
the manufacture of a certain article may serve that 
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purpose efficiently for a fairly well known period 
whatever new inventions may be introduced, but 
such inventions may be of a nature to enable the 
article to be produced more rapidly aud econo¬ 
mically than with the existing plant. In such a 
case a manufacturer would be at an enormous 
disadvantage as compared with a trade rival who 
adopted new methods, and would either have to 
scrap his plant and lay down the new system or 
be driven out of the market. This applies also 
to some products of manufacture, notably motor 
engines, which, in recent years, have developed so 
rapidly, that models a year or two old and in 
good working order are out of date and unsaleable 
except at a great sacrifice. The question of loss 
of value by supersession inay therefore have to be 
considered in relation to two imjwrtant assets, viz. 
the manufacturing plant and the stock in trade. 
The provision to be made to meet this contingency 
is much more difficult to determine than loss 
arising merely from wear and tear. It can be 
nothing but conjecture at best, and in practice is 
generally ignored. In the case of new industries, 
however, it should never be overlooked, as the 
possibility of new inventions is much more likely 
there. 

Principles to be Observed 

The assets of a business should always appear 
in its books as nearly as possible at their true 
value. It may be assumed that the initial cost is 
a fair measure of their value at the time they are 
acquired, and the problem for the trader is, what 
provision should be made to keep them at their 
real worth to the business as a going concern, 
having regard to their increasing age from year 
to year. Most assets, except those'held for a fixed 
term, have a residual value at the end of their 
period of efficiency. The amount to be written 
off as loss will therefore be the difference between 
the cost and that remaining value. But during 
the life of the asset expenditure will undoubtedly 
be required upon it to maintain it in a state of 
efficiency. Repairs and renewals are alw r ays neces¬ 
sary in the ease of plant and machinery and many 
other assets. Provision must accordingly be nntde 
to charge against the profits of the undertaking 
the cost of repairs and renewals and the loss of 
value arising from the using up of the property. 
In other words, the amount to be written off 
will be .the total expenditure upon the property, 
whether original cost or subsequent maintenance, 
less any realizable value remaining at the end of 
the period of efficiency. The earning power of 
machinery and similar assets is not as great in 
their later years, but, subject to this, it may be 
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said that a business benefits to an equal extent 
each year from the use during its working life. It 
is therefore desirable to spread the loss as equally 
as possible over the whole period. 

Methods of making ^Provision 

There are three principal methods of giving 
effect to a decision to provide for the extinction 
of an asset. The first is to charge each year with 
an equal fraction of the original cost, plus the 
expenditure on maintenance. Wis will have the 
desired effect of reducing the <book value to the 
realizable value by the time the asset becomes 
useless, provided the period of efficiehcy has been 
correctly estimated. But as maintenance cost will 
be lower in the early years tkan in the later, the 
effect will be a heavier charge on the business 
when the asset is at its lowest point of efficiency. 

The second method is to charge the expenditure 
on maintenance, and in addition to write off a 
fixed percentage from the book value each year, 
the rate being fixed at a figure*' which, calculated 
upon the gradually diminishing value, will redqce 
the machinery to its realizable value by the time 
it ceases to be efficient. The percentage charge is 
thus heavier in the early years when the cost of 
repairs and renewals will be lowest. This method, 
therefore, has the advantage of tending to equalize 
the charge. 

The third method is to write off annually the 
difference between book value and actual value 
as ascertained by valuation. This, like the first 
method, will probably, after the first year, have 
the effect of throwing the major portion of the 
charge on the later years when the depreciation 
will be more rapid. 

Ordinarily the first method is applicable to 
leases and patents, and the second methotkto plant 
and machinery. It is, however, desirablero have 
periodical valuations of the plant and machinery 
for comparing the actual value with the book 
value shown by the method adopted. This affords 
a useful (heck upon the rate of depreciation, which 
may be raised or lowered as the valuation may 
show to be desirable. 

In connection with leases another method is 
sometimes adopted. It consists in charging against 
the Profit and Loss Account each year a. sum 
H r hich will be sufficient at the expiration of the, 
lease to write off the original cost plus interest 
on the diminishing book value from year to year; 
The reason for this is that the premium ma^ bn 
regarded as rent paid in advance in a lump sum 
in consideration of the annual rent being less-than 
would otherwise be payable. But, as the business 
is losing the use of the amount paid as premium* 
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‘ interest is charged in order to arrive at the 
true rept for the use of the premises. The busi¬ 
ness benefits from their occupation to an equal 
’* extent each year, and the charge is therefore made 
•by equal annual instalments. This is done by cal¬ 
culating the amount of interest chargeable on the 
balance standing to the debit of the lease account 
from time to time and dividing the. total, plus the 
cost of the lease, by the,,uumber of years the lease 
iias to run. This system i$ known as the annuity 
system. 


Entities in the Books 

If it be decided to write off the cost of an asset 
by equal annual instalments, all that is necessary 
is to debit the Profit and Loss Account year by 
year with an equal fraction of the cost and to credit 


1912. 
Jan. I 1 


-rnve at the the account of the asset. If the method adopted 
. Ihe busi- is to write off the difference between book value 

to an equal and actual value, as shown by expert valuation, 
;refore made the Profit and Loss Account must be debited and 
done by cal- the asset credited with the amount of the ditfer- 
eable on the ence. These methods hardly require illustration, 
iase account To illustrate the method of writing off an asset 
tal, plus the by a percentage on diminishing value, let the case 
trs the lease be taken of machinery which lias cost £5000 to in- 
the annuity stal. It is expected to last twenty years, and then 
to realize £600. To reduce the machinery to this 
5 amount by the time it becomes useless for work¬ 

ing, it is decided to write off 10 per cent from the 
of an asset diminishing book value each year, and to charge 

is necessary repairs and renewals to Profit and Loss Account 

ant year by yearly as they are executed. The hfaehinery 

nd to credit Account would appear in the books as under:— 

MACHINERY ACCOUNT 


> 1918 . 
Jan. | 1 


191 *. 
Jan. I 1 


lftiO. 

Jan. I 1 


1916 . 
Jan. I 1 


£ 

5000 

b 

0 

5000 

0 

4500 

0 

4500 

0 

4050 

0 


hook value 


hook value. 


40501 0 0 


| LVlif. 

To Balance b/d . 3615 0 0 Dec. 31 By Depreciation—10 pur cent, of 

, hook value . 

ii Baku^-e e/d. 


3645 0 0 


, i 

To Balance b/d. 3280 10 j 0 Dec. , 31 By Depreciation—10 per cent of 


3280 101 0 


1917 . 
Jan, | 1 


1982. 

Jf».! t 


I 

To Balance b/d . 2952 9 01 Dec. | 31 By Depreciation at 10 per cent of 


To Balance b/d. 


2952 j 9! g 

1 1932. 

60" 17 10 Jan. I 1 By Cash from sale of old ma- 


607 17 AOl 


i. Profit and Loss Account to 
write off Balance. 


J * 

8. 

d 

|| 500 

0 

0 

|| 4500 

0 

0 

f 5000 

0 

0 

1 

1 

450 

0 

j 0 

[ 4050 

i- 

0 


l 4500 

0 

i 0 

405 

0 

i 

0 

3645 

0 

1 0 

j 4or»o 

0 

0 

364 

10 

0 

3280 

10 

0 

| 3845 

0 

0 

328 

1 

0 

j ( 2952 

9 

0 

, 3280 

10 

0 

2344 1 

11 


607 j 

17 

10 

2052 1 

9 

0 

600 

0 

0 

7 

17 

10 

607 ! 

It 

10 
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It has been assumed that the old machinery 
will realize exactly £600 on January 1st, 1932. The 
balance not covered by the depreciation written 
off is transferred to the Protit and Loss Account. 
The cost of the new machinery will be debited to 
a new Machinery Account opened for the purpose. 


Annuity System • 

The writing off of the cost of a lease, plus interest 
at 5 per cent on the yearly outstanding balance, < 
would, in the case of a lease for ten years costing. 
£2000, be effected as shown below:— 


LEASE ACCOUNT 


1912 


- - - ( 

£ 

8 

d . 

1912. 

Jan. 

1 

To (Jash—Coat of Lease. 

2000 

0 

0 

Dec. 31 

Dec. 

31 

H Interest tit 5 per cent . 

100 

0 

0 




2100 

0 

0 



1913. 





1913 


Jan. 

1 

To Balance b/d. 

1811: 

0 

0 

Dec. 

31 

Dec. 

31 

‘ ii Interest at 5 per cent . ! 

92 ! 

1 

0 





i 

1 933 j 

1 

0 



1914 


l 



1914. I 

Jan. 

1 

To Balance b/d .! 

1674 

1 

0 

Dec. 

31 

Dec. 

31 

ii Interest at 5 per cent . j 

83 

14 

0 






171.7 

15 

0 



1915. 

* 




191 f 


Jan. 

1 

To Balance b/d . 

1498 

15 

0 

Dec. 

31 

Dee. 

31 

M Interest at 5 per cent . 

74 

18 

9 





! 

1573 

13 

9 



1918. 





1016. 

Jan. 

1 

To Balance b/d. : 

1314 

13 

9 

Dee. 

31 

Dee. 

31 

ii Inteie«t at 5 per cent. ' 

65 

14 

8 






1380 

8 

5 



1917 





191! 


Jan. 

1 

To Balance b/d . 

1121 

8 

r. 

' Dec. 

31 

Dec. 

31 

ii 1 ntercst at 5 per cent. 

f> t) 

1 

5 






1177 

9 

10 



1918. 





1918 1 

Jan. 

1 

To Balance b/d . 

918 

9 

10 

Dec. 

31 

Dec.' 

31 

ii Interest at 5 per cent. 

45 

I’ 8 - 

8 

• 

1 




964 

i 8 

4 


| 

j 

1919. 





1919. 1 

•Tun. 

1 1 

To Balance b/d. 

705 

! 8 

, 4 

Dec. 

.31 

Dec. 

i 31 

ii Interest at 5 per cent. 

35 ; fi 

i 

i 6 

I 


1 


| 


740 

jj3 

1.10 


1 

1920. 





1920. 

Jan. 

1 

To Balance b/d . 

481 

13 

10 

Dec. ' 31 

Dec. 

31 

ii Interest at 5 per cent . 

24 

1 

8 


1 

1 




506 

15 

i e 



1921. 





| 1921. 

Jan. 

1 

To Balance b/d . 

246 

15 

6 

Dec. 

31 

Dec. 

31 

■i Interest at 5 per cent . 

12 

6 

9 





j 

259 

A 

3 

1 



By Depreciation 
>i Balance c/d.. 


By Depreciation 
h Balance c./d.. 


By Depreciation 
ii Balance c/d., 


By Depreciation 
ii Balance c/d., 


By Depreciation 
,i Balance c/d.. 


By Depreciation 
n Balance c/d.. 


By Depreciation 
ii Balance c/d.. 


By Depreciation 
ii Balance c/d.. 


By Depreciation 
ii Balance c/d.. 


By Depreciation 




£ 

1. 

d. 

269 

0 

0 

1841 

0 

0 

2100 

0 

0 

259 

0 

0 

1674 

1 

0 

1933 

1 

0 

259 

0 

0 

1498 

15 

0 

5=1 

15 

0 

259 

0 

0 

1314 

13 

9 

1573 

13 

9 

259 

0 

0 

1121 

8 

5 

1380 

8 

5 

259 

0 

0 

918 

9 

10 

1177 

9 

10 



259 

0 

0 

705 

8 

4 

964 

8 

4 

2M 

0 

0 

481 

13 

10 

740 

13 

ii 

259 

0 

0 

246 

15 

6 

605 

15 

j6 

259 

2 

3 

259 

2 

■3 

H~^-- 


U. 


Necessity for Charging Depreciation 

The making of a proper charge for depreciation 
is of vital importance^as it is as much a working 


expense as current charges paid in cash* The 
asset, whether machinery or a lease for which a 
premium has been paid, is being consumed in the 
process of manufacture, and unless an adequate 
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charge is made for this in the Profit and Loss 
Account the profits of the business will be over¬ 
stated. Once a basis has been fixed there should 
*1x5 no departure from it uuless under exceptional 
'circumstances. There must not be a reduction 
because the profits *of a particular year are lower 
than usual It is not a question of what the 
business can afford to charge for depreciation but 
• what is the proper amount, and any failure to 
make a sufficient charge ir some years will have 
to be paid for later at a time when the business 
can least afford it, viz. when the asset is worn out. 

Replacement of Assets 

^ The writing down of an asset used in a business 
to its realizable value is not the only problem 
which confronts a trader. He has to provide also 
for the replacement of the worn-out machinery or 
for the renewal of his lease as the case may be. 
Mere book entries will not suffice for this. He 
must put his hand in his pocket to pay for a new 
lease or new plan ft This may mean crippling 
the resources of the business or introducing new 
capital. To avoid either course it is advisable to 
provide for the replacement of the machinery or 


the renewal of the lease by a Sinking Fund of the 
required amount. The means adopted to effect this 
are explained later in this chapter. (See p. 190.) 
In connection with leases a practice which finds 
considerable favour is to take out a Leasehold 
Redemption Policy with an Insurance Company, 
which in consideration of an annual premium un¬ 
dertakes for the payment of an agreed sum at the 
date when the current lease expires. 

Leases have been taken above as typical of one 
class of depreciating property and machinery of 
another. There are, of course, many other assets 
which depreciate in a like manner, and the follow¬ 
ing table may be found useful as a guide in fixing 
rates of depreciation on diminishing value for 
various kinds of property:— 

r. i Ounl. 

Boilers ... .. ... 10 to 1.1 

Engines . . . . , ... .. 5 n 10 

Boilers :vnd Engines together . ... 7^ >> 15 

Casks . . ... 74 10 

Factories, Freehold (acorn ding to use) . 2 5 

Freehold Buildings oilier than Factories 11 21. 

Fixtures and F^rmtuie 71 10 

llorsus . . . . 10 20 

Locomotu es . 71 10 

Machinery and Plant. 10 

Ships .. . . 

Wagons , . .. .. ... 7i to 10 


RESERVES AND RESERVE FUNDS 


Arising partly out of the question of deprecia¬ 
tion is the subject of reserves and reserve funds. 
Iu some undertakings the amount of the provision 
for depreciation, instead of being credited to the 
account of the asset affected, is credited to a I )e- 
predation Reserve Account, which appears in the 
Balance Sheet on the liabilities side at the amount 
accumulated from time to time. The effect is, of 
course, thf same, but the amount of the deprecia¬ 
tion prowled is shown in full as against the cost 
of the asset. This method is generally used in 
connection with those undertakings whose ac¬ 
counts are kept on the Double Account system. 
(See Chapter VII of this Part.) 

But depreciation is not the only matter in re¬ 
spect of which reserves are created. Mention has 
been made in Chapter II of reserves for doubtful 
debts and discount, and there are other matters 
in respect of which reserves 3 re sometimes made, 
* e.g( unexpired risks in the case of an Insurant^ 
Company; When a reserve is made for a specific 
object it should be so described, and not shown 
in the Balance Sheet under the title of “Reserve 
Account w only. AH the reserves mentioned above 
are ifi reapect of what may be called actual ex¬ 
penses of the business, and are thus properly 
ch&rgeable in the Profit and Loss Account before 


arriving at. tbe net profit of the undertaking. Such 
reserves are provided for Certain losses and ex¬ 
penses which it. is known will be incurred, but the 
amount of which cannot be precisely ascertained 
at the moment. If the extent of the loss were 
know'll, it would be charged at the definite amount. 
Pending its ascertainment, a sum is held in sus¬ 
pense which wil^bc available when the amount is 
actually known. 

Reserves of Surplus Profits 

Apart, from reserves made for anticipated losses, 
many undertakings, particularly companies, set 
aside a portion of their net profits instead of dis¬ 
tributing them. The sum so reserved appears in 
tlieif. Balance Sheet under various titles, such as 
“Reserve ’, “Reserve Account”, “Reserve Fund”, 
and “ Rest There is a clear distinction bet ween 
such a reserve and those to which reference has 
hitherto been made. The reserves now being dealt 
with are not set aside to meet expected losses or 
expenses. They would certainly Ihj available for 
any loss that might arise, but they are more for 
the purpose of strengthening the general financial 
position of the business. They consist of profits 
which might have been divided amongst the share- 
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holders by way of dividend but have been retained 
in the business. The existence of such a reserve 
shows that the undertaking has a surplus of assets 
over and above the proprietors’ capital and the 
amount due to outside creditors. 

Nature of a General Reserve 

Considerable misapprehension exists as to the 
nature of this kind of reserve, particularly when 
it is described as a “Reserve Fund”. The enquirer 
is inclined to ask: “ Of what does the fund con¬ 
sist?” “Which of the assets is the Reserve Fund?” 

It is sometimes possible to point to the particular 
items on the assets side of the Balance Sheet which 
do, in fact, make up the reserve fund. This is 
when the fund is invested outside the business; 
but the general practice is not to take this course. 
The method usually adopted is to retain the undis¬ 
tributed profits which make up the reserve fund 
in the business and to use them in carrying it on. 
The fund in such cases is not earmarked, but is 
somewhere among the assets. The realized profits, 
instead of being turned into cash and retained in 
that condition or invested separately, are used to 
buy more stock-in-trade or other property, and so, 
while being ^indistinguishable, still exist in some 
form or other. Shareholders in limited companies 
would have less difficulty in understanding the 
position if they would regard the Reserve Fund 
merely as a surplus of assets. 

Investment or Use of a General Reserve 

Opinion amongst accountants is divided as to 
the desirability of investing the reserve fund out¬ 
side the business in all cases, but there are some 
undertakings as to which there # is no doubt. In 
banks and financial institutions it is obviously 
necessary to have the reserve fund available in 
readily realizable securities, and that is the prac¬ 
tice in all such undertakings of importance. But 
in commercial concerns where expansion is pos¬ 
sible by use of the reserve of undivided profits for 
the purpose, it is generally conceded that it is 
justifiable to use the reserve for that object. The 
retention of the reserve in the business usually 
appeals to the shareholders of a concern making 
large profits, for the alternative would be either 
to invest in securities paying a low rate of interest 

SINKING 

A Sinking Fund consists of moneys set aside 
out of profits periodically and invested outside 
the business so as to earn interest which is not 


or to distribute the reserve in dividends and issue 
new capital to develop the business, with the re- c 
suit that there would be a larger amount of capital 
on which to pay dividends. It would no doubff' 
enable shareholders better to understand the po*' 
sitiou if accountants would describe the item as a : 
“ Reserve Fund ” when it is specially invested, arid 
as “Reserve” or “Reserve Account” when it is 
being used in the business. A better plan still is 
that adopted by a prominent joint-stock company, 
which states it thus:— 

Reserve: 

Invested in British Govern-# 
xnont Stoek ... ... £1,000,000 

Invested in the Company’s 

Business Assets. 1,000,000 

- £2,000,000 

Secret Reserves 

In addition to the reserves which appear in ihe 
Ralancc Sheet, some undertakings are in such a 
prosperous condition that they are able to create 
what arc known as secret or internal reserves. 
These are really additional reserve funds which 
are not known to the general body of proprietors 
or to the outside world. The means by which 
these secret reserves are created are the writing 
off of excessive or unnecessary depreciation or 
reserves, charging capital expenditure to revenue, 
understating profits or assets, or overstating lia¬ 
bilities. Some banks show their business premises 
in their Balance Sheets at much less than they are 
really worth. The Bank of England premises, 
which are manifestly of great value, do not appear 
iu its Balance Sheet at all. 

The effect of creating a secret reserve is to 
stt engthen the financial position of an undertaking. 
Exceptional losses can be met without drawing 
upon the general reserve, and dividends may 
be. maintained at a steady rate, notwithstanding 
fluctuating profits, by reason of the ability to 
draw upon the secret reserve. But the system 
has serious drawbacks. If the object be to show 
steady results, it involves not only understating 
the profits of a good year, but inflating those of a 
bad one. Further, the true position of the under¬ 
taking is not disclosed to the shareholders for the 
time l»eing, who lose dividends and also, if they sell 
their shares, the higher price which they should com¬ 
mand if the real financial strength were known. * 

FUNDS 

withdrawn, but is allowed to accumulate with the 
principal until they make up together a certain 
amount. A Sinking Fund is raised when it hi 
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known that a definite sum will be required at a 
•fixed future date for a specific purpose. It is 
accumulated gradually in order to obviate the 
.inconvenience which would be caused by with¬ 
drawing a considerable amount from a business in 
one sum. It differs from a reserve fund in that ! 
it is raised for a definite object which is known to | 
exist at the time of commencing to accumulate the j 
fund, and it must exist separate and distinct from ! 
the general assets of the business. A reserve fund, ! 
on the other hand, is not, 5s a rule, raised for any * 
specific purpose other than the strengthening of ; 
the position of the business, and may or may not ; 
bo invested outsidd? i 

i 

j 

Objects of Sinking Funds i 

There are many purposes for whiyh sinking 
funds are created, including the purchase of new 
plant and machinery, renewal of leases and other | 
assets, repayment of loans on debentures or other- j 
wise. Any of these objects might require a con¬ 
siderable sum, which would probably not be ! 
readily available irom the general assets when ; 
required. The date when the money will be 
wanted is definitely known in all cases except re- ; 
placement of machinery, and even then it can be j 
closely approximated. It is, therefore, possible to : 
calculate how much must be set aside periodically i 
and invested at a given rate of interest in order 
to amount to the sum* required by the time it is 
wanted. There is, of course, an element of un¬ 
certainty in the fluctuating price of even gilt- 
edged stocks which may cause a difference when 
the accumulated fund is realized, but except for 
this factor tho amount of the instalments required 
to raise tho fund can be ascertained exactly. 

Whatever may be the purpose for which the 
fund is required, the steps to be taken and the 
entries td bo made in the books are the same. 
Two things have to be done on the occasion of the 
investment of each instalment. ( 1 ) Charge the 
Profit and Loss Account with the amount which 
it has been decided to invest periodically. ( 2 ) 
Take the same amount out of the bank and invest 
it in the purchase of a first-class security. Further, 
as interest on the investment is received each 
year, it must also bo invested in the same or a 
similar security, since the basis of the fund is that 
0 it will accumulate at compound interest. 

If the object of the fund be to replace a wasting 
asset, suck as plant and machinery, the charge 
against the Profit and Loss Account is really an 
expense of carrying on the business as explained 
above under the head of “Depreciation”; but if 
tfae object'be to repay debentures or other loans, 
the charge is a setting aside of a portion of the 


net profits after making all charges in respect of 
expenses. This point is of importance in relation 
to the Profit and Loss Account, inasmuch as a 
charge against the working account for the repay¬ 
ment of loans would unfairly decrease the profits, 
and might prejudice the owner of a business in 
the event of a sale. 

Method of Creation 

The first step to be taken when inaugurating 
a sinking fund is to ascertain the amount of the 
periodical instalments which must be invested to 
produce with compound interest the amount re¬ 
quired. This will depend ujion the rate of interest 
to be obtained from the investment, whidi should 
not be placed higher than 3i per cent. Three per 
cent is a more advisable rate, as it allows some 
margin for income tax and possible depreciation of 
the investment. Having fixed the amount of the 
instalment, an entty must be made debiting tho 
Profit and Loss Account with the amount. A 
corresponding rtitry must be made crediting an¬ 
other account with the same sum in order to pre¬ 
serve the principle of double entry. The name of 
that account depends upon the object for which 
the sinking fund is being created. If it is for 
the renewal of a lease, it may tie called a “ Lease¬ 
hold Redemption Account”; if for replacement of 
machinery, a “Machinery Depreciation Fund”; if 
for tiie repayment of debentures, a “Debenture 
Redemption Account”. At the same time a 
similar amount of cash must lie invested outside 
the business. This will appear as a payment in 
the Cash Book, and will be posted to the debit of 
an account which may be entitled the “Sinking 
Fund Investment Account”. As interest on tho 
investment is received it will be entered in the 
usual way on tin? debit side of the Cash Book, and 
credited to tho Redemption or Depreciation Fund 
Account as tho case may be. It will then be in¬ 
vested in the purchase of further securities, the 
Investment Account being debited and cash 
credited with the amount. These processes are 
repeated each year as the instalments arc set aside 
and income from the investment is received. 

To illustrate the working of the principle, let 
the ’ case lie taken of a company which has laid 
down plant and machinery costing £2000 on 
1 January, 1912, which will have to be replaced 
in ten years. It is decided to provide the amount 
out of profits and to raise a sinking fund for the 
purpose, the interest to be earned being taken at 
3 per cent. It is found that the amount of the 
annual instalments should be £174, 10s., no allow¬ 
ance being made for any value of the machinery 
at the end of the period, it being decided to set 
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this against possible depreciation of the invest¬ 
ments and the loss and expense attending the 
installation of the new plant. At the end of the 
first year (31 December, 1912) a sum of £174, 10 s. 
is withdrawn from the business and invested in 
the purchase df a first-class security. The amount 
is entered on the credit side of the Cash Book and 
posted to the debit of a Sinking Fund Investment 
Account. At the same time the Profit and Loss 
Account is debited and a Plant and Machinery 
Depreciation Fund Account is credited with the 
same amount. During the second year interest 


[PartVir 

will be received aad credited to the Depreciation 
Fund Account. At the end of the second yearn 
a further instalment, plus the interest received on 
the security, is invested in the purchase of further; , 
stock, and the process repeated year after yean .* 
The Depreciation Fund Account and the Sinking 
Fund Investment Account are shown in detail 
below r for the whole period. The receipt of the 
income and the payment of the annual instal¬ 
ments, plus interest, for the purchase of further 
investments, are recorded in the Cash Book, and 
scarcely call for special illustration. 


SINKING FUND INVESTMENT ACCOUNT 


1912 







£ 


d. 

Dec. 

31 

To 

Cash- 

-Instalment 

, .. 



174 

10 

0 

1918. 










Dee. 

31 

To 

Cash- 

-Interest at 











3 per cent 

£5 

o 

9 






.. 

II 

Instalment 

171 

10 

0 










— 

- 

170 

13 

9 

Mi 





« 


i| 354 

3 

0 

Dec. 

31 

To 

Cash- 

-Interest. .. 

£10 

11 

7 






tl 

II 

Instalment 

171 

10 

0 










—- 


185 

1 

7 

191 

s. 







530 

5 

4 

Dec. 

31 

To 

Cash- 

-Interest.. 

£16 

2 

S 






<1 

11 

Instalment 

171 

10 

0 










— 

— 

190 

12 

S 

191 

9. 







729 

18 

0 

Dec. 

31 

To 

Cash- 

-Interest.... 

£21 

17 

1 






M 

II 

Instalment 

171 

10 

0 










— 

— 

106 

7 

1 

1917. 







026 

5 

1 

Dec, 

31 

To 

Cash- 

-Interest.... 

£27 

15 

0 






■ I 

It 

Instalment 

174 

10 

0 










— 

— 

202 

5 

0 

191 

s 




f 



1128 

10 

1 

Dec. 

81 

To 

Cash- 

-Interest.... 

£33 

16 

4 






It 

tl 

Instalment 

174 

10 

0 









— 

— 


208 

6 

4 

1919. 







1336 

16 

5 

Dec. 

31 

To 

Cash- 

-Interest. .. 

£40 

1 

4 






It 

11 

Instalment 

174 

10 

0 










— 

— 

214 

11 

4 

1920 







1551 

( 

9 

Dec, 

31 

To 

Cash- 

-Interest.... 

£46 

10 

1 

f 





It 

M 

Instalment 

174 

10 

0 










— 

— 

221 

0 

1 

1921. 







1772 

7 

10 

Dec, 

31 

To 

Cash- 

-Interest..,. 

£53 

3 

6 



L 



11 

11 

Instalment 

174 

8 

9 









/ 



227 

12 

2 









2000 

0 

0 






Gkto'yjf 


Depreciation, reserve funds, and sinking funds 
machinery depreciation fund account 



t-Jinr 


1 1012. 




I Dec. 

1 31 




1 1913. 




Doc. 

31 

1 

i 



191 

t. 

1 



Dec. 

31 




101 

5. 




Dec. 

31 




191< 





Dec. 

31 




1917 





Dec. 

31 

1 



1H1S 


1 



Dec. 

31 




1919 


1 

1 



Dec. 

31 

1 

i 



1920 


1 



Dec. 

31 

i 



1021 





Dec. 

31 


By Protit and Loss Account 


By Interest. 

M Profit and Loss. 


By Interest. 

ii Profit and Loss . 


By Interest . . 

n Profit and Loss . 


By Interest. 

ii Profit and Loss . 


By Interest. 

it Profit and Loss . 


By Interest. 

ii Profit and Loss. 


By Interest. 

it Profit and Loss. 


By Interest . 

n Profit and Loss . 


By Interest. 

n Profit and Loss . 


£ 

*. 


t 174 

10 


5 

3 


174 

10 


354 

3 


10 

11 


174 

10 


539 

5 


16 

2 


| 174 

10 


729 

18 


21 

17 


174 

10 


920 

6 


27 

15 


171 

10 


1128 

10 


33 

16 


174 

10 


1336 

16 


40 

1 


174 

10 


1551 

7 


1 46 

10 


174 

10 


1772 

7 

If 

53 

3 

j 

174 

8 

i 

2000 

0 

C 

- 


“ 
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<*. 

0 


8 

7 
0 

4 

8 
0 

0 

1 

0 

1 

0 

0 

1 

4 

0 

6 

4 

0 

9 

1 

0 


Assuming that the life of the plant and ma¬ 
chinery has been correctly estimated, the invest¬ 
ments forming the sinking fund will bo sold at the 
end of thoptwentieth year, and the sum realized 
used to purchase and lay down the new plant. 
The cash received from this source will be posted 
to the credit of the Sinking Fund Investment 
Account. It will rarely be the exact amount of 
the fund. Any difference must be transferred to 
the debit or credit of the Depreciation Fund Ac- 
count, which will thus be swelled by an apprecia¬ 


tion of the investments or decreased by their 
shrinkage in value. The book value of the old 
machinery is thee written off by the transfer to 
tho Depreciation ^Account of any difference after 
selling the old machinery, the balance of the De¬ 
preciation Account being transferred to a Reservo 
Account. 

_ Suppose that in the case illustrated abovo tho 
sinking fund investments realized £1950 only and 
tho old machinery £150. Tho entries to be mad© 
in consequence would be as follows 


SINKING FUND INVESTMENT ACCOUNT 


m 1881. 

\ 

£ 

$ 

If. 

1922 

Dec. 

81 

To Amount accumulated as 




Jan. 


• 

shown above at cost.. 

2000 

0 

0 





2000 

0 

0 


4 




II 



I 

vox, vn 



,r_ " ' " 


£ 

6 . 

1 

By CaBb — Amount realized 





from Sale of Invest- 





ments. 


1950 

0 


ii Transfer to Machinery 





Depreciation Account 


50 

0 




2000 

0 


• 





102 
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MACHINERY DEPRECIATION FUND ACCOUNT 


Jan. 


2. 



-■"as-ae: 

£ 

fl. 

d. 

1021. 



£ 

] 

To Transfer of Loss on Sale 





Dec, 

31 

By Amount of Depreciation 




of Investments. 


50 

0 

0 



accumulated as shown 




n Transfer from Old Ma- 







above.*. 


2000 


chinery Account. 


1850 

0 

0 







it Transfer to Reserve Ac- 











count. 


100 

0 

0 









2000 

_0 

0 





2000 




J 








(OLD) MACHINERY ACCOUNT 


1912. 



£ 

8 

rf. 

1922. 



£ 

«. 

fflxss 

d. 

Jan. 

1 

To Cash-Cost of Machinery 


2000 

0 

0 

Jan, 

1 

By Cash received from Sale 














, of Old Machinery. 


150 

0 

0 










ii Transfer tf difference to 














Depreciation Fund Ac- 














count... 


1850 

0 

0 





2000 

0 

0 





2000 

j>_ 

° 






II 









If the object of a Sinking Fund be to pay off 
debentures, the annual instalments, instead of 
being credited to a Machinery Depreciation Ac¬ 
count, would have been credited to a Debenture 
Redemption Account. At the end of the period 
the debentures would be paid off out of the amount 


received from the sale of the investments, and the 
amount standing to the credit of the Debenture 
Redemption Account would be transferred to a 
Reserve Account representing the undistributed 
profits which had been ptilized to pay off the 
debentures. 











CHAPTER VII 

THE DOUBLE ACCOUNT SYSTEM 


This system is a method of presenting the final 
accounts of companies carrying on undertakings 
of a more or less permanent character. It was 
first prescribed by Parliament in the Regulation of 
Railways Act, 1868, for use by Railway Companies, 
and has since been laid down as the form in whieh 
gas and electric lighting companies which obtain 
parliamentary powers shall present their accounts. 
The system is in general use by companies which 
have raised capital for the purpose oi acquiring or 
constructing undertakings which, when completed, 
will be used or worked to earn revenue for the 
proprietors. These companies do not buy and sell 
in the same sense as ordinary commercial concerns, 
but, like those named above, are usually engaged 
in carrying on what may be described as public 
services. 

Division of Final Accounts 

• 

The distinguishing feature of the system is the 
division of the assets and liabilities into two classes 
—fixed i&ft floating—which are exhibited in the 
final accounts in two separate statements. The 
first shows the receipts and expenditure on Capital 
Account, and gives details on the credit side of the 
various kinds of capital which have been raised 
by [the Company for the purpose of constructing 
the undertaking. The debit side shows how such 
capital has been expended in the construction 
under several heads. The balance is generally an 
excess of capital raised over the total expenditure, 
^but in some cases the expenditure exceeds the 
issued capital. This is usually due to expenditure # 
. bn capital assets having been made out of revenue 
or out of borrowed money other than capital. The 
balance of this Capital Account is carried into a 
General Balance Sheet, which consists of the float¬ 
ing assets, such as the bank balance, investments, 
book doits, stock of stores, Ac.; while on the other 


side are the floating liabilities, including the 
amounts due to creditors, the balance of the 
Revenue Account, any excess of capital raised over 
capital expenditure, and any Depreciation Fund 
which may have been created. 

4 

Reason for the System 

The system takes its name from the fact that, in 
order to get a true view of the position of an under¬ 
taking which presents its accounts on this basis, it 
is necessary to bike into consideration both the 
Capital statement and the general Balance Sheet. 
In an ordinary commercial concern all the assets 
and liabilities are shown in a single statement., viz. 
the Balance Sheet, and this is the reason why the 
usual commercial method is sometimes called the 
Single Account System. It must lie clearly under¬ 
stood that there is no connection of any kind be¬ 
tween the Single Account system and single-entry 
bookkeeping. The only method of bookkeeping 
worthy oi the JLime is, as already mentioned, 
double-entry, andVvhatever basis may be adopted 
in the preparation of the final accounts, the records 
which lead up to them are all kept on double-entry 
principles. 

The reason for the Double Account system having 
been kid down by Parliament for railway companies 
and similar undertakings was, no doubt, that as 
the authority of Parliament had been obtained to 
raistf'an amount of capital for a specific purpose, 
it Was desirable, in the interests of the proprietors 
and the public, that the accounts should be pre¬ 
sented in such a manner as to enable anybody 
easily to ascertain whether the capital raised bad 
been expended on the object for which it was 
authorized. This object is certainly attained in 
the form prescribed, as will be seen from a perusal 
of the following summarized accounts of the Mid¬ 
land Railway Company as at 31 December, 1911 
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THE DOUBLE ACCOUNT SYSTEM 

GENERAL BALANCE SHEET 


107 


• XV. 


. To Net Revenue Acoount—Balance at 
• Credit thereof as per Account.,... 

ir Unpaid Dividendstand Interest. 

ti Dividend and Interest payable.. 

it Amount received for Debenture 

Stock hot yet sealed. 

4 ii Debts due to other Companies. 

ii Sundry Outstanding Accounts, in¬ 
cluding Tradesmen's Accounts..... 
ii Steamboat Depreciation and Insur¬ 
ance Funds. 

n Fire Insurance Fund on Stations, 

Works, and Buildings. 

1 ii Superannuation Fund and Friendly 
Society.. 




£ 

a. 

d. 


£ 

tf. 

<L 




By Cnpital Account—Balance at Debit 




2,400,247 

0 

0 

thereof as per Account. 

1,699,662 

0 

0 

23,500 

0 

0 

ii Cash at Bankers. 

1,140,900 

0 

0 

487,587 

0 

0 

n Cash on Deposit at Interest.. 

1,300,000 

0 

0 




ii Cash Invested in Shares of other 




33,381 

0 

0 

Railway Companies, not charged 




344,844 

0 

0 

as Capital Expenditure. 

11,009 

0 

0 




ii General Stores- Stock of Materials 




2,981,398 

0 

0 

on hand. 

1,003,927 

0 

0 




ii Traffic Accounts due to the Com- 




199.609 

0 

0 

pimy . 

1,194,823 

0 

0 




ii Amount due by other Companies..,. 

210,391 

0 

0 

474,673 

0 

0 

it Amount due by the Clearing House 

04.938 

0 

0 




ii Amount due by Post Office for 




1,593,515 

0 

0 

Carriage of Mails. 

■ 20,8# 7 

0 

0 




ii Sundry "Outstanding Accounts. 

1,292,367 

0 

0 

8,538,814 

0 

0 


8,538,814 

0 

0 


1 






These accounts, it will be observed, show quite 
dearly the difference in character between the 
assets and liabilities %^t out in the respective state¬ 
ments. The Capital Account shows in total the 
amount of capital raised by the Company and the 
manner in which it has been used in building the 
line, purchasing rolling stock, and acquiring other 
fixed and permanent assets. The General Balance 
Sheet, on the other hand, shows items which are 
largely of a temporary and fluctuating character, 
the respective amounts varying from day to day 
as debts are turned into cadi and cash into stores 
or other assets. 

Details of Capital Account 

• 

Detailed statements are attached to the Capital 
Account, showing the various heads on which the 
expenditure#of the past half-year has been in¬ 
curred. The expenditure on lines open for traffic, 
tor example, is shown under three headings— 
“Land and Compensation”, “Construction of 
Ways and Stations, including Rails, &c.”, and 
“Law and Parliamentary Charges”. The names 
of the Several sections of the line on which money 
has been spent during the half-year arc shown and 
the nature of the work indicated, such as additional 
siding accommodation, extension of the Company’s 
hotel at Liverpool, new roads, signal improvements, 
Additional Powers Act, <fcc. 

In companies in which the double account sys¬ 
tem is adopted, the result of the working is shown 
in an account generally called the Revenue Ac- 
connt, which gives the same kind of information 
os the Profit and Doss Account of a commercial 
fltffl* allowing for the difference in character be- 
twwn the two concerns. There is shown on p. 198 


the Revenue Account of the Midland Railway 
Company lor tilt: six mouths ending 31 Decem¬ 
ber, 1911. 

This Revenue Account is typical of the Double 
Account system, and it discloses what is generally 
regarded as a defect of principle. There is no 
obligation upon companies using this method of 
framing their accounts to provide for the deprecia¬ 
tion of the fixed assets. The Capital Statement 
always shows those assets of the undertaking at 
their original cost, irrespective of their ago or of 
the changes which take place in them. It is true 
that in this particular Revenue Account a charge 
is made for the depreciation on steamboats, but it 
will be seen on reference to the capital account 
that these represent a comparatively small pro¬ 
portion of the fixed assets. 

Capital Expenditure charged against 
Revenue 

It will be observed, however, that heavy charges 
are made for maintenance and repairs. It is by 
means of these charges that the defect of principle 
is remedied to some extent, for they include not 
merely the expense of keeping the assets in a work¬ 
ing condition, but also the cost of replacing them 
by entirely new works, rolling stock, &c., which 
are thus borne as a charge against revenue. The 
l effect of this treatment is, of course, that the old 
and worn-out assets are really represented in the 
accounts by new assets which have been bought 
out of revenue, while the cost of the original assets 
has really been written off. This has the further 
effect over a period of years of giving a trading 
result approximately correct; but it cannot be over¬ 
looked that the system, by onfitting to charge de- 
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Dr. REVENUE ACCOUNT Or. 


Expenditure 

To Maintenance of Way, Works, and 

Stations. 

,i Locomotive Power. 

ii Carriage and Wagon Repairs. 

n Traffic Expenses. 

it General Charges. 

it Law Charges. 

it Parliamentary Expenses. 

ii Compensation—Personal Injury to 

Passengers. 

ii Compensation—Personal Injury to 

Workmen. 

I, Compensation—Damage and Loss of 

Goods. 

ii Rates and Taxes. 

ii Government Duty. 

n Steamboat Expenses .£45,516 

ii Depreciation and Insurance 

of Steamboats. 14,514 

ii Burton and Ashley Light Railways 

ii Balance carried to Net Revenue 
Account. 


preciation, has the effect during the early years of an reason it be decided to abandon them there is no 

undertaking, when replacements are not required, obligation on the company to write them off either 

of increasing the profits at, the expense of later at once or over a period of years. Unless, there- 

years which have to bear the cost of necessary fore, some provision be made by the creation of a 

renewals. This result is largely corrected by the Depreciation Fund or otherwise, this expenditure 

creation of reserves which do not appear in the will remain in the Capital Statement as an asset 

published accounts of the undertakings; but the of value, although for practical purposes it is worth- 

better course would undoubtedly lie to make a less. The expenditure on capital account also in¬ 
proper provision for the wasting of the assets by eludes in the case of Parliamentary Companies the 

the ordinary commercial method of making an cost of passing the various special Acts under 

annual charge in this respect/ which the companies work. Without this expendi- 

Tho argument advanced in justification of the ture the companies could not of course have com- 

omission to provide specifically for depreciation is, menced or carried on their undertakings, but thpre 

that as the undertakings using the double account is no tangible asset to set against the expenditure 

system are of a permanent character, there is no incurred, although it may be regarded as in the 

necessity to charge depreciation so long as the nature of goodwill. 

assets are maintained in a high state of efficiency Special forms on the double account system have 
and replaced when necessary out of revenue. This, been prescribed under the authority of Parliament 
however, fails to rectify the inequality of the charge for Qas and Electric Lighting companies, in ad- 
for replacements and renewals in the later years. dition to Railway companies, and this method of 

presenting the accounts is in general use by com-. 
Abandoned Assets panies and local authorities owning waterworks 

t tramways, canals, and docks, all of which may be 
There is a further matter in regard to which the said to be. of a semi-permanent and public char- 
systera may be said to be lacking, viz. the failure acter. It is sometimes used by coal-mining com- 
to provide for the writing off of expenditure upon panies also. In the case of Electric Lifting corn- 
portions of the original undertaking which the panies there is a slight variation from the general 
company has ceased, to work. Moneys expended practice, by bringing into the General Balance 
on these objects are capitalized in the usual way Sheet the total capital raised ou one side in a lump 
when the works ate constructed, but if for any sum and the total capital expenditure on the other. 


606,916 0 0 
1,174.093 0 0 
389,020 0 0 
1,423,524 0 0 
136,443 0 0 
7,234 0 0 
0,382 0 0 

833 0 0 

10,470 0 0 

29,360 0 0 
218,645 1 0 ! 0 
8,151 i 0 | 0 


60,030 ; 0 0 
6.333,0 0 


Receipts 

By Passenger Traffic. 

,i Parcels, Horses, Carriages, Ac. 

„ Mails.«. 

H Merchandise Traffic. 

ii Live Btock Traffic. 

ii Mineral Traffic. 

ii Canals Traffic. 

ii Burton and Ashley Light Railways 
it Carriage and Wagon Lure. 


4 

1,767,069 
I 428,907 
j 40,888 
; 2,500,514 
! 66,102 
I 1,805,425 
673 
7,184 
5,730 


6,071*477 

,i Rents from Tenants of Houses, 

Lands, Ac. 108,323 

ii Transfer Fees. 1,766 


I 4,077,440 |00 


2,704,125 I 0 0 
6,781,565 j 0 0 


0,781,566 | 0 ! 0 





























CHAPTER VIII 


INCOME TAX 


Introductory—Schedule D, “The Statutory Income"—Preparation of Income Tax Account—Appeals—The 

Essentials in Returns and Appeals. 


INTRODUCTORY 


Income Tax is^, charge levied annually by the 
State upon the income of individuals resident in 
the United Kingdom from whatever source derived, 
and on the income arising from any profession, 
trade, employment, or vocation carried on here by 
any person, whether resident or not. It is charged 
on the income received or to be received in the 
year from 6 April tft 5 April inclusive. Income 
tax in its general scope and its legal bearings has 
been considered in Part I, Chapter VIII. 

The burden of the tax falls upon the person in 
receipt of the income, but the collection is made, 
wherever possible, at the source of the income 
rather than at its destination. Thus, when interest 
is paid on Consols tax is deducted by the Bank of 
EnglancLand paid by the Bank to the Government 
in one sum, the holder of the Consols receiving the 
. net amount only. This procedure effects a con¬ 
siderable saving of time and expense to the Revenue 
authorities, who are able to collect the tax in large 
sums from banks in respect of interest and divi¬ 
dends on British and Colonial Government stocks 
which would otherwise have to be obtained from 
the very large number of persons who receive such 
interest. 

The amount or rate of the tax is fixed annually 
by Parliament in the form of a poundage payable 
upon the amount of income. The rate may ttyis 
vajy ftom year to year, and since 1907 two rates 
have been in force for different classes of income, 
viz. unearned and earned. Supposing the normal 
rate to be la 2 d. in the £, if the income charge¬ 
able is earned by the taxpayer and does not exceed 
£2000 phr annum, the rate payable is only 9 d. in 


the £. If the earned income exceeds £2000 but 
does not exceed £3000, the rate is Is. in the £. 
All unearned income is chargeable at Is. 2 d. in 
the £. When the income from whatever source 
exceeds £.0000 per annum, a super-tax of dd. in 
the £ is payable on that portion in excess of 
£3000. A person whose income is earned, in 
order to be entitled to the relief of the lower 
rate of 9 d. in the £, must make a claim before 
30 September in each year to be cliarged at that 
rate. (See further, Part I, Chapter VIII.) 

Limited Companies 

The tax is one upon individuals, and abatements 
and exemptioifxan be claimed by individuals only. 
Limited eompalies must pay in full on their total 
profits at the higher rate, and the tax so paid is 
usually deducted from the amount distributed 
amongst the shareholders by way of dividend. If 
any shareholder is entitled under the regulations 
to an abatement or exemption he must make appli¬ 
cation for a refund by the Revenue of the tax 
deducted from his dividend. 

'Many private companies are really partnerships 
in which only two or three persons are interested, 
all of whom work in the business, and who may 
therefore be said to earn the income. Other com¬ 
panies are really “one-man companies” in which 
the proprietor works and receives all the profits. 
In these cases tax is payable at the higher rate, 
and although claims for exemption or abatement 
may be made by the persons receiving the divi¬ 
dends from the company, the tax payable on the 
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balance of the income will be at that rate. In order I one-third of the amount of the annual rent, but 


to avoid this necessity it is not uncommon for such 
companies to pay high management salaries to the 
proprietors, who pay tax upon them at the “earned” 
rate. 

Classification of the Tax 

For convenience of collection the income arising 
from various kinds of property is classified under 
five schedules lettered “A” to “E”. The rates at 
which tax is payable on earned and unearned in¬ 
come is the same under each schedule. The only 
class of income requiring detailed explanation 
from the point of view of accounts is that under 
Schedule «D relating to the profits from trade, 
manufacture, profession, or vocation. The other 
schedules may be dismissed with a reference to 
Fart I, Chapter VIII. 

The amount of income upon which the tax under 
Schedule A is charged is based upon the annual 
value or poor-rate assessment, subject to adeduetion 
of one-sixth of the value in the case of buildings, 
and one-eighth in the case of land, to cover the 
cost of repairs. Further deduc tions in respect of 
repairs will be allowed when it is shown that the 
amount expended on the property exceeds one- 
sixth or one-eighth as the case may be. 

Schedule B relates to the income arising from 
the occupation of farms, market gardens, Ac., and 
is borne by the occupier. The lower rates of fax 
on earned income are payable when the income 
does not exceed £3000 per annum. The amount 
on which the tax is charged is usually fixed at 

SCHEDULE D. “THE 

The income chargeable under Schedule D is the 
profit arising from the carrying (f 1 of a trade or 
manufacture, or from a profession or vocation. 
The amount upon which the tax is payable is not 
necessarily or even probably the profit shown by 
the Profit and Loss Account of the business or 
profession, owing to the Income Tax authorities 
not allowing as revenue charges certain items 
which any prudent business man would charge in 
connection with his business before arriving''at 
his net profit. The income is thus not the real 
income from the business, but a “Statutory In¬ 
come ” arrived at upon a basis fixed by the regula¬ 
tions and practice of Income Tax officials and 
by many decisions of the Courts. This Schedule 
depends upon returns made by the taxpayers. 

In the ordinary course the return is brought 
before the Commissioners of Taxes, who there¬ 
upon make the assessment. As the District Com* 


the farmer or other person liable hs\s the right to 
be charged on the average of his annual profits for 
the three preceding years if he so desires. 

Schedule C includes the income arising from 
the interest, dividends, Ac., payable cm the Pidblio 
Funds of the United Kingdom, the Colonies, 
Foreign Governments, and certain other stocks. 

Schedule E relates to the remuneration or pen¬ 
sions payable to persons in the employment of 
others, charged in the nfajority of cases upon the 
estimated receipts of the year for which the charge 
is made, but clerks may elect to be charged on the 
average of threo years. The income chargeable 
under this Schedule being earned income, the tax is 
playable at the lower rates when the amount received 
does not exceed £3000 pier annum. Two returns 
are obtained by the Revenue under this Schedule. 
The first is 'from employers, who are required to 
furnish a list of all persons in their employ not 
entitled to exemption, giving their names, private 
addresses, and remuneration. A further return is 
then obtained from the employees by the local 
district assessors. This return l requires the tax¬ 
payer to give particulars of all income from what¬ 
ever source arising, in order that it may be seen 
whether he is entitled to exemption or abatement 
by reason of his total income falling below £160 
or £700, and also whether ho may claim to be 
charged at the lower rate owing to his earned in¬ 
come being under £3000. This return has to be 
sent to the local officer, and upon the information 
thus given the amount on which tax has to be paid 
is fixed or assessed. 


STATUTORY INCOME” 

missioners sometimes include persons who may 
be trade rivals, the taxpayer has the right, when 
making the return, to claim to be assessed by the 4 
District Commissioners under a letter or number 
for the purpxrae of keeping his identity from their 
knowledge; or he may claim to be assessed by the 
Special Commissioners. ' 

The tax is payable on 1 January in the year of 
assessment. It is not pjossible, therefore, to make 
a return of the actual income for the year. Nor 
do the authorities ask for or require an estimate 
of the actual profits except in the case of a busi¬ 
ness commenced within the year of assessment 
The return is based on past results, and the 
amount to be' inserted in the return as the in¬ 
come liable for assessment is the average of profits 
for three complete years of the busings? immedi¬ 
ately preceding the year of assessment.. Thus, if a 
trader makes up his accounts to 30 June in each 
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. year, he will, wlen called upon for a return for the 
* year ending {/April, 1914, take as a basis the 
profits of his business for the years ending 30 June, 
’ • 1911, and 1912. If the business has not been 

. . in existence as long as three years, the average 
profits from the tyne of commencement form the 
basis of the return. 

The principle of basing the assessment on past 
. results works hardship in cases where an excep¬ 
tionally bad year of trading is experienced. The 
fact that the bad year will subsequently be brought 
ipto the averages for later years will in time effect 
an adjustment, but what the trader feels is the 
obligation to pay^ax on very much larger profits 
than he has actually earned during the year in 
which ho can least afford to pay There was for¬ 
merly a right to strike a new average after the 
close of the year by eliminating thy first year 
originally included and substituting the result of 
the year just closed. This sometimes resulted in 


an appreciable amount being refunded by the 
Revenue for tax overpaid, but the right was 
abolished by the Finance Act, 1907, except in the 
case of new businesses established within three 
years. In such cases tax is paid on actual results, 
a refund being made by the Revenue if the 
assessed income is shown to have exceeded the 
profits. 

I lie amount of profits upon which the return is 
based may differ considerably from tho trading 
results as shown by the trader’s accounts. This is 
because the views of the Income Tax authorities 
with regard to items properly chargeable against 
gross profit in order to arrive at the net result do 
not agree in several respects with the commercial 
practice. It is necessary, therefore, to prepare a 
special account for Income Tax purposes, which, 
although based on the accounts of the business as 
appearing in the books, will show a different result 
alter making the various adjustments. 


• PREPARATION OF INCOME TAX ‘ACCOUNT 


As the amount of income to be. returned is based 
upon the average of three years, the best course is 
to prepare a statement with three columns on each 
side, one for each year, comprising the figures of 
the Profit and Loss Accounts for the period in¬ 
cluded in tho average. A note should then be 
made of the items included in the accounts which 
are not allowed by the authorities as charges or 
deductions from gross profit, and these amounts 
should be added to the net profit shown by the 
books. In order to do this, it is of course neces¬ 
sary to know what are the charges allowed and 
those not allowed. Further, there are certain 
items not usually regarded as expenses which are 
nevertheless allowed as deductions for Income 
Tax purposes, and which must be brought into 
recount in arriving at the amount of the return. 

Speaking generally, all expenses and disburse¬ 
ments incurred wholly and exclusively for the 
pnrpose of the business fye allowed, and the fol 
lowing list may be taken as a guide to the 
charges or deductions permitted:— 

1. Rent and rates of trade premises which are used 
exclusively for the business. In cases where the trader 
is the owner there will be no charge for rent in the Profit 
and Loss Account of the business.' Ho may nevertheless 
charge in the Income Tax Account the net value of th# 
premises as assessed for Schedule A; 

2. Repairs of trade premises; 

3. A proportion of the rent of premises used partly as 
business premises And partly as a residence, tho amount 
allowed not to exceed two-thirds of the rent. Where the 
promises belong to the trader he may charge two-thirds 
of tho Sohodule A assessment; 


4. Cost of implements and utensils used in the business 
not exceeding the average expenditure of the three pre¬ 
ceding years; 

f>. Debts written off as bad, and also the estimated loss 
from doubtful debts m the discretion of the Commissioners; 

6. Embezzlement and defalcation aiisuig directly from 
canymg on the business; e.g. defalcation of a rent col¬ 
lector employed by an estate agent; 

7. Fire and workmen’s compensation insurance pre¬ 
miums ; 

5. Loss of stock by fire so far as the loss exceeds any 
amount recovered under msnranee; 

9. Bank interest, and charges on current (not loan) 
account; 

10. All other charges and expenses exclusively laid out 
on the production, of profits, including salaries, wages, 
commission, tnotiv^ power, discounts, &e. 

In effect another deduction is allowed in respect 
of premiums for the insurance on the lives of the 
taxpayer and his wife. These must not, however, 
be charged as a deduction, but an allowance must 
be claimed in respect of them after the amount 
of statutory income or profit from the business 
has, been arrived at. 

In connection with the deductions allowed may 
be mentioned various items of income or profit 
which are not required to be brought into account 
for Income Tax purposes. These include— 

1. Interest and dividends received on investments of 
the business, as tax will have been deducted before the 
income was received; 

2. Profits on casual transactions not connected with 
the business, such as a Stock Exchange speculation—but 
habitual*speculators must account; 
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3. Income received from a relative as a voluntary gift; 

4. In the case of a Company, premiums received on the 
issue of shares, as this is a Capital profit. 

The following are the principal deductions not 
allowed in arriving at the statutory income:— 

1. Losses and expenses not necessarily incurred in 
trading; e.g. damages for injury caused by the trader’s 
employees; 

2. Cost of improvements and additions to premises, 
this being a capital expense; 

3. Interest on capital; 

4. Partners’ salaries and drawings; 

6. Annuities, royalties, ground rents, annual interest 
on loans or any other annual payment. The trader must 
deduct tax from such payments before making them, and 
thus recoup himself for not being allowed the charges in 
his Income Tax Account; 

6. Depreciation of leases, goodwill, land, buildings, 
fixtures, patents, plant and machinery. Although no 
deduction may be made for depreciation of plant and 
machinery, an allowance for wear and tear may be 
claimed as mentioned below; 

7. Expenses of maintenance of the’ trader and his 


family. Traders who supply their of-n requirements 
from the business must bring them \to account by 
treating them as sales; 

8. Income Tax under any Schedule; 

9. Voluntary subscriptions or gifts; 

10. Capital withdrawn from or invested in the busi¬ 
ness; 

11. Losses recoverable under policies of insurance; 

12. Reserves and sinking funds oreated for any pur¬ 
pose, these being regarded as capital charges; 

13. Charges in respect of the exhaustion of a wasting 
property, such as a mine. This is treated as a oapital 
loss; 

14. Loss on a single or casual transaction not connected 
with the business. 

The Income Tax Account on which the return is 
based must be prepared in accordance with the 
principles tp be deduced from the allowance or 
disallowance of the abbve items. The following 
statements show how the rules are applied in ad¬ 
justing the Profit and Loss Accounts of a business 
in accordance with the requirements of the authori¬ 
ties :— 


TRADING AND PROFIT AND LOSS ACCOUNT 
or Surra & Jones fob the Three Yeabs ending 30 June, 1912 



1910. 

1911. 

1912. 


1910. 

1911. 

1012. 


£ 

£ 

£ 


£ 

£ 

£ 

To Stock. 

1,280 

1,320 

1,350 

By Sales, lea* Returns. v 

45,836 

47,495 

48,631 


28,812 

29,413 

30,216 

ii Stock. 

1,320 

1,350 

1,340 

ii Wages. 

ojooi 

7^583 

8^207 


it Gross Profit. 

10,160 

10,529 

10,108 






47,156 

48,845 

49,971 


47,166 

48,845 

49,971 

To Salaries and Travellers' Com- 




By Gross Profit. 

10,160 

10,529 

10.198 

mission. 

1,250 

1,300 

1,320 

ii Rent of Workmen’s Cottages 

720 

723 

722 

ii Ground Rent. 

50 

50 

50 





ii Rates, Water and Gas. 

P.50 

260 

260 





ii Repairs to Premises. 

/150 

125 

175 



L 


ii Income Tax, Schedule A, on 

l 







Firm's own Premises. 

21 

21 

21 





ii Income Tax, Schedule D. 

350 

370 

390 




€ 

n Travelling Expenses. 

230 

210 

200 





ii Insurance. 

180 

170 

175 





ii Advertising. 

385 

350 

370 





ii Discounts and Allowances . 

721 

740 

680 





ii Interest on Mortgage. 

100 

100 

100 





n Leasehold Redemption. 

60 

60 

60 





ii Bad Debts. 

430 

326 

395 





n Reserve for Doubtful Debts.... 

300 

350 

° 300 





ii General Trade Expenses. 

275 

290 

217 





ii Depreciation— 








Buildings. 

100 

100 

100 




\ 

Fixtures and Fittings. 

37 

89 

36 




i 

Plant and Machinery . 

200 

190 

185 





ii Interest on Capital . . 

500 

500 

500 





ii Partners’Salaries . 

2,000 

2,000 

2,000 





h Net Profit ... 

3,285 

3,702 

3,386 






10,880 

11.252 

10,920 


10,880 


10,920 
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ADJUSTED PROFIT AND LOSS ACCOUNT 
*'or Incomk Tax Pueposks 


To Item not included above but 
allowed as a deduction by the 
regulations, viz.: 

Assessment of Premises 
under Schedule A. 

if Item brought to credit above 
but not assessable under 
Schedule D, viz.: 

Rents Horn Workmen’s 
Cottages. 

m Profit for Income Tax Purposes 


1910 , 

1911 . 

1912 . 


1910 . 

1911 . 

1912 . 

£ 

£ 

£ 


£ 

£ 

£ 




By Net Profit, per Profit and Loss 







Accounts above... 

8285 

3702 

3386 




n Additions in respect of Items 







charged above but not al- 




360 

360 

360 

lowed as deductions by In- 







come Tax authorities, viz.: 







Ground Kent (a). 

50 

50 

50 




Income Tax, Schedule A (4) 

21 

‘21 

21 




Income Tax,Schedule D(4) 

350 

370 

390 

720 

723 

722 

Interest on Mortgage [a)... 

100 

100 

100 



Leasehold Redemption (d) 

60 

60 

00 

5623 

6049 

5746 

Depreciation — 


• 





Buildings (c). 

100 

100 

100 




Fixtures and Fittings(rf) 

37 

39 

36 

• 



Plant and Machinery (c) 

200 

190 

185 




Interest on Capital (/).. .. 

500 

500 

600 




Partners’ Salaries (/). 

2000 

2000 

2000 

6703 

7132 

6828 


6703 

7132 

6828 









(а) These items are not allowed, as tax should 
have been deducted by the firm before paying the 
ground rent and interest. The Revenue authorities 
obtain the tax from the payer, following the prin¬ 
ciple of collecting the income at its source. 

(б) Income Tax is not regarded as an expense 
incurred in earning profits, but as an apportion¬ 
ment of part of the net profits in favour of the 
Crown. 

(c) No allowance is granted under this head, as 
the deduction of one-sixth of the annual value 
made for repairs when fixing the assessment under 
Schedule A is held to include depreciation. • 

(d) This is regarded as a capital charge or loss. 

(«) ^Thile no deduction is allowed for deprecia¬ 
tion of plant and machinery, an allowance may be 
claimed for wear and tear, as to which see below. 

(/) These are treated as appropriations of pro¬ 
fits to the partners, and not as expenses in carrying 
on the business. • 

Having arrived at the amount of the statutory 
income for each year, the average is ascertained, 
that being the amount which has to be returned 
ad file amount assessable. Thus:— 

Not Profit as adjusted fgr 1910 ... £5,623 

„ „ „ 1911 ... 0,049 

„ „ „ 1912 ... 5,746? 

3 )17,418 

£5,806 

The return in which this amount has to be 
entered is a four-page document which, when 
issued, Is accompanied by a memorandum in 


which are set out a number of notes, explana¬ 
tions, and instructions for filling up the return. 
The first page of the document contains merely 
the formal request for the return of income and 
a form of declaration to be used in cases where 
a return has already been made, that this has 
been done. 

Page two of the return is provided for stating 
the amount of untaxed income received by the 
taxpayer under various heads, viz.:— 

1. From Trade, Profession, Employment, or vocation; 

2. From Bank Interest or other interest of money not 
taxed by deduction, and from discounts; 

3. From Cglonial and Foreign Securities where the 
Tax is not deducted on payment: 

4. From Forlign and Colonial Possessions; 

6. B'rom property or profits not falling under any of 
the aliove heads, the particular source to bo stated. 

The amount of £5806, the average profits as 
shown above,, would be inserted against the first 
heading mentioned, and any income received from 
either of the other sources would also be entered 
#n the return. It is to be observed that only in¬ 
come from which tax has not been deducted before 
its receipt by the taxpayer is to be included, such 
as interest and dividends on stocks and shares in 
foreign and colonial industrial undertakings and 
on the profits of businesses carried on abroad. 
Interest on Foreign and Colonial Government 
Stocks paid in this country would seldom be in¬ 
cluded, as the tax is, as previously mentioned, 
deducted by the bank or agent paying the interest. 
If there is no income from any of the sources in- 
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eluded under heads (2) to (5), the word “nil” must 
be entered in the money column against each head¬ 
ing. It is not sufficient to leave the column blank. 

Deduction for Wear and Tear 

The income under the several heads is totalled, 
and under the gross amount a space is provided 
for deduction of the amount claimed for wear and 
tear of machinery and plant. It must be empha- 
sized that wear and tear is not the same thing 
as depreciation. The latter term includes wear 
and tear, but it embraces other things as well, 
such as a decrease of value arising from obso¬ 
lescence caused by a new invention. No allow¬ 
ance can be obtained in such a case from the 
Revenue authorities, who regard it as a loss of 
capital and not an expense of carrying on the 
business. The allowance for wear and tear is in¬ 
tended to cover the necessary outlay on replacing 
worn-out plant and machinery, and not any de¬ 
crease in market value from whatever cause aris¬ 
ing. The allowance is in the absolute discretion 
of the Commissioners, anti is made by way of a 
percentage on the value of the machinery and 
plant. The rate usually allowed is 5 per cent, 
but higher rates are allowed in many districts on 
various kinds of machinery. The allowance is cal¬ 
culated on the value of the plant and machinery 
at the commencement of the year, and not on any 
additions that may have been made during the 
period. The total allowance made over a number 
of years will not be permitted to exceed the total 
value of the property; but if the profits of a year 
are not sufficient to permit of the deduction in 
full of the allowance for that year, the balance 
may be carried forward to following years and go 
to relieve the assessment then. l 

At the foot of page two of the return is a form 
for making a claim to an allowance from the gross 
income in respect of life insurance premiums. The 
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allowance is the amount actually pai^, provided it 
does not exceed one-sixth of the totar income re¬ 
turned, which is the maximum allowed. 

On the third page of the return is the form on 
which the taxpayer must make any claim to ex¬ 
emption or abatement by reason" of his income 
being either below £160 or between £160 and 
£700. There is also a form to be completed when 
a claim is made to be assessed at 9 d. in the £ on 
the ground that all or part «f the income is earned. 
This claim must be made before 30 September in 
each year, and is allowed to individuals only. 

If the income of the taxpayer ic partly earned 
and partly unearned, any abatement to which he is 
entitled, either in respect of life insurance premium 
or because his total income is below £700, will bo 
deducted from the earned portion of the income, 
leaving the ta'x to be paid at the higher rate on 
the unearned portion. Thus, asstiming a taxpayer 
to earn a salary of £400 per annum and to have 
an income from investments of £80 per annum, he 
will j >ay tax on the following basis, assuming that he 
pays life insurance premiums of £70 per annum:— 

Earned income ... ... ... ... £400 

Leaf, Abatement on total income 

of £480 ... ... £150 

ii Life insurance premiums ... 70 

- 220 

Tax payable at 9d. in the £ on .£180 

Tax payable at Is. 2d. in the £ on un¬ 
earned income. ... 80 

Net taxable income .£200 

Page four of the return contains two forms of 
declaration, tho first to be made in partnership 
cases as to the constitution of tho firm, division 
of profits, «fec., and the second in cases where tho 
business is carried on in more than one distVict, or 
where the trader resides in a different district from 
that in which he trades. 


APPEALS 


The return for assessment is required to be com¬ 
pleted within twenty-one days, and has to be reo 
turned to the assessor for submission to the Com¬ 
missioners. Notice of the assessment is sent to 
the taxpayer in the summer or autumn of the 
year, and if the amount is the same as that in¬ 
cluded iu the return nothing further need be 
done by the trader until he receives a demand 
for payment. 

If the amount of the assessment is higher than 
the return, it will be necessary to appeal if the 
trader desires to obtain a reduction. The appeal 


lies to the District Commissioners or to the Special 
Commissioners, but it is comparatively rare for an 
appeal to go to the length of a hearing before either 
body. As a rale an arrangement can be made with 
the Surveyor of Taxes for the district. The usual 
course is for the taxpayer to attend, either person¬ 
ally or by a professional accountant, with the ac¬ 
counts upon the basis of which the return was 
made. These are discussed with the Surveyor, and 
an agreement can generally be reached as to the 
amount of the assessment. If an agreement is not 
arrived at, and the taxpayer is still dissatisfied 
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with the amount of the assessment, he must give 
ten, days' notijbe in writing of his intention to carry 
his appeal to the Commissioners. It is usual for 
appeals to be conducted by the taxpayer’s accoun¬ 
tant, who must be a member of a recognized asso¬ 
ciation, and whose certificate of profits is practi¬ 
cally always accepted by the Commissioners. The 
points on which differences arise are principally 
the adequacy of the allowances for wear and tear 
and bad debts. As previously mentioned, the wear 
and tear allowance on* plant and machinery is 
made by way of percentage on the value, the rate 
being in the absolute discretion of the Com¬ 


missioners. If he so desires, the taxpayer may 
charge the actual cost of the replacement of plant 
instead of a wear and tear allowance, and in some 
businesses this is an advantage to a manufacturer. 
The Commissioners, after hearing the taxpayer 
and his representative, make the assessment. 
There is no appeal from their decisions on ques¬ 
tions of fact, such as the adequacy of the allow¬ 
ance for wear and tear and bad debts; but the tax¬ 
payer may appeal from their decision if he thinks 
or is advised that it is wrong on a point of law, 
and the ultimate decision in that event will lie 
with the House of Lords. 


THE ESSENTIALS IN RETURNS ANI) APPEALS 


The first essential to making Income Tax- returns 
and successfully appealing against excessive assess¬ 
ments is a proper system of bookkeeping which 
will enable accounts to be prepared capable of 
being certified as correct by an accountant. There 
is no power to compel a trader to produce his 
books to the Suft’eyor or the Commissioners, and 
where the accounts are certified by a professional 
accountant they are not usually asked for. In 
cases where their production is required by the 
Commissioners or Surveyor a bad impression 
would bo created by a refusal, and it would prob¬ 
ably result in the Commissioners declining to re¬ 
duce the assessment. Accounts produced to the 
Commissioners in support of an appeal may be 
required to be verified on oath. 


In the case of a firm it was permissible before 
1007 for partners to be separately assessed on their 
respective incomes from the partnership, but this 
course is not now allowed. The amount of income 
on which the charge, is made is that of the linn, 
but the partners are allowed separate treatment 
for the purpose of claiming relief in respect of 
exemption or abatement. To obtain this relief the 
form on page three of the return must be com¬ 
pleted. Thus in the case of a linn whose profits 
amount to £16,000, shared by five partners in the 
proportions of f, fa, and fa, the following 

table shows how the tax would be borne by the 
partners, assuming that they have no income from 
other sources 


Partner. 

Proportion ot 
Profits. 

Amount 
of Share of 
Profits. 

Amount 

of 

Abatement. 

_ 



X 

£ 

Q A 

i 

0000 

Nil 

B 

A 

4000 

fl 

C 

i 

3000 

If 

D 

A 

1500 

II 

E 

A 

500 

150 


• 




Amount 

Bate of Tax 

Amount of 

on which lax 
Payable. 

l*aj able. 


Tax 


£ 


* 

#. 

d. 

% 

6000 

/1/2 on 30001 
|jLl/8 on 3000/ 

425 

0 

0 

4000 

1/2 

233 

6 

3 

3000 

V 

150 

0 

0 

1500 

9 rf. 

56 

r; 

0 

350 

9 d. 

13 

2 

6 



377 

14 

2 




..... 



Io the absence of any request by the partners 
for separate treatment, taxswould be charged on 
£16,000 at Is. 2d., and super-tax at Gtf. on £12,(JK), 
being the excess over £3,000, making the total tax 
£l,175j which would be borne by the partners in 
proportion to their shares of the profits. 

When one or more partners in a firm, as in the 
above case, claim exemption, abatement, or the 
lower rate on their share of profits, it is necessary 


to make adjustments in the firm’s accounts in 
order to give effect to the relief they obtain; 
otherwise they will bear a proportionate part ot 
the tax paid by the firm as a whole. Thus, in the 
case illustrated above, the tax of £8/7, 14s. 2 d. 
would, in the absence of any adjustment, be borne 
by the partners as shown below, with the results 
indicated so far as the individual partners are con¬ 
cerned 
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Partner. 

Share 
of Profits. 

Amount of 

Tax borne in the 
absence 
of Adjustment. 

Income Tax 
actually Payable 
on Share. 

Undercharged 
in Firm's 
Accounts. 

Overcharged 
in Firm 7 *., 
Accounts. 



£ 

a. 

d. 

£ 

a. 

d. 

£ 

0. 

d. 

£ 

a. 

d. 

A 

i 

361 

i 

s 

425 

0 

0 

73 

18 

4 




B 

iV 

234 

i 

1 

233 

6 

8 




0 

14 

5 

C 

i 

175 

10 

10 

150 

0 

0 




25 

10 

10 

D 

* 

87 

15 

5 

66 

6 

0 




31 

10 

6 

E 

s\r 

29 

5 

2 

13 

2 

6 




16 

2 

8 



877 

14 

2 

877 

14 

2 

73 

18 

4* 

73 

18 

4 









r 





The overcharges shown above are due to the 
Income Taf paid having been debited in the Profit 
and Loss Account as an expense of the business, 
and therefore borne by the partners in the same 
proportion as other expenses. The relief obtained 
is a benefit accruing to the partners personally 


and not to the firm, and they, therefore, are en¬ 
titled to the allowances. The necessary adjust¬ 
ment. can be made by means of the following 
journal entry, the effect of which will be to make 
each of them 1 bear the proportion of the firm’s tax 
to which he is liable:— 


A's Drawing Account . 

To B’s Drawing Account. 

it G’s H it 

n D’s ii ii 

ii E’s ii n 

Transfers to adjust Income Tax Payable. 



Another method of dealing with the tax is to 
debit it to an Income Tax Account when it is 
paid, and then to transfer it to the partners’ re¬ 
spective drawing accounts, each partner being 
charged with the amount of tax for which he is 
personally liable. This of course involves the 
omission of Income Tax from the Profit and Loss 
Account, and for this reason the first method is 
the more desirable. 

c 

Refund of Tax 

In the case of a business being discontinued the 
taxpayer is allowed to claim a refund of tax if he 
can show that the actual profits for the three years 
preceding th® discontinuance are less than the 
amount on which he has been assessed. In such 
a case tax is payable on the actual profits orfiy, 
and a refund can be obtained of the excess amount 
paid. When making a claim to refund on this 
ground a statement similar to that shown above 
for making a return for assessment should be pre¬ 
pared in support of the claim to show the actual 
taxable income. 

Taxpayers whose incomes arise from investments 
and do not exceed £700 should always claim re¬ 
payment of tax on the abatements to which they 


are entitled. Tax is doducted*by companies before 
paying dividends, and the shareholders receive only 
the net amount. A taxpayer who receives an in¬ 
come of, say, £350 from interest or dividends on 
stocks is entitled to a refund of tax on £160, the 
amount of his statutory abatement. 

A .form upon which to make a claim for refund 
can be obtained from the Income Tax Claims 
Branch of the Inland Revenue Department, 
Somerset House, or from the local Surveyor if 
no previous claim has been made. Any claim 
made subsequently to the first application must 
be on a form obtained direct from Somerset 
House. 

It is necessary to give 1 full particulars of the 
stocks from which the income is derived, and to 
forward with the form of claim the dividend 
notices received from the companies which have 
deducted the tax. These notices are usually de¬ 
tachable from the dividend warrants and bear a 
certificate by the secretary of the company that 
tax has been paid to the Revenue by the company. 
Some dividends are stated by companies to he 
paid free of Income Tax. This is somewhat mis¬ 
leading. It merely means that tax has been paid 
by the company on all its profits, and that in pay¬ 
ing a dividend to the shareholders the company 
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. has paid the f ill percentage of dividend without 
charging the individual shareholders with their 
proportions oi the tax. Refund is still obtainable 
• on the abatement to which a taxpayer is entitled 
owing to his income being under £ 700 . 

Refund of tax pverpaid may also be claimed if 
the taxpayer has omitted to claim an allowance in 
respect of life insurance premiums, either by over¬ 
sight, or owing to a new policy having been taken 
out since paying tax for the year. A claim form 
should be obtained from the sources mentioned 
above, and full particulars of the policies held and 


premiums paid inserted in the spaces provided. 
In the cause of a claim under this head full particu¬ 
lars must also be given of the earned income of 
the claimant, as any refund will be at the earned 
rate if tax has previously been paid at that rate. 
The refund allowed will not in any case exceed 
the tax on a sum equal to one-sixth of the whole 
net income of the claimant. 

Refunds are made by money orders issued from 
the Claims Branch at Somerset House, and pay¬ 
able at any Money Order Office selected by the 
claimant. 



CHAPTER IX 


FALSIFICATION OF ACCOUNTS 

Introductory—Falsification by Servants—Objects of a Balance Sheet—Valuation of Stock—Position of 
Auditors—The Common Cause of Fraud—Defalcations of Cashiers, 4c. 

INTRODUCTORY 


In all matters of account, truth and accuracy 
are of the highest importance, not only to the pro¬ 
prietors of any particular business, but also to the 
general public. Falsification of accounts and con¬ 
sequential inaccuracies, if undiscovered, are bound 
to lead to the production of statements which will 
mislead, in the first place, the proprietors, and, in 
the second place, the public, should the latter on 


FALSIFICATION 

So many serious losses have resulted from the 
falsification of accounts that the legislature has 
made provision for severe punislnhent to be in¬ 
flicted on the guilty parties wly.n convicted of 
such an offence. The Falsification of Accounts 
and False Balance Sheets Act, 1875, declares: 

“That if any clerk, officer, or servant, or any 
person employed or acting in the capacity of a 
clerk, officer, or servant, shall wilfully and with 
intent to defraud, destroy, alter, mutilate, or falsify 
any book, paper, writing, valuable security, or ac¬ 
count which belongs to, or is in the i>ossession*of, 
his employer, or has been received by him for and 
on behalf of his employer; or shall wilfully, with 
intent to defraud, make or concur in making any 
false entry in, or omit or alter, or concur in omit¬ 
ting or altering, any materia? particular from, or 
in, any such book, or any document or account, 
then in every such case the person so offending 
shall be guilty of a misdemeanor, and be liable to 
be kept in penal servitude for a term not exceed- 


the strength of such statements bo invited to sub¬ 
scribe money in order to acquire financial interest 
in the business. The subject, indeed, becomes 
every year more important owing to the multi¬ 
plicity of public companies, and the facilities 
which the law now provides for converting private 
concerns into joint-stock enterprises, a subject 
which is treated in other connections. 


BY SERVANTS 

ing .seven years, or be imprisoned with or without 
hard labour for any term not exceeding two years”. 

The Larceny Act, 1861, and the Companies 
(Consolidation) Act, 1908, also contain provisions 
for the punishment of directors, manager#; or any c 
other persons found guilty of wilfully making, 
circulating, or publishing false statements, ac¬ 
counts, or balance sheets. 

Deliberate falsification 1 must be distinguished 
from incompetency or mere neglect to keep proper 
accounts, although all or any of these may lead to 
the production of inaccurate or false statements. 
Falsification is a positive offence, while incompe¬ 
tency or neglect is an ofifence of a negative character 
and is unpunishable, unless the neglect results in 
injury or loss to others, as in the case of a bank¬ 
rupt. In such a case, failure to keep proper books 
of account may result in loss to the creditors, and 
is neglect which is taken into consideration by the 
Court on an application by the bankrupt for his 
discharge. (See Part III, Chapter XI ) 




OBJECTS OP A BALANCE SHEET 


* ^ ome °f the most serious and far-reaching 

• frauds upon the public have been perpetrated by 
means of false balance sheets; but before discuss¬ 
ing the methods by which the falsification is 
effected it is necessary to consider the objects of 
a balance sheet, and what in effect it really is or 
purports to be. (See afco Chapter IV of this 
Part.) Every balance sheet which is prepared in 
order to show the position of a business on a given 
date may serve two purposes— 

(а) To furnish information to the proprietors, 

(б) To induce members of the public to become 

proprietors. 

It is a collection, in a summarized anil convenient 
form, of the balances of alf accounts open in the 
ledger of a concern on a given date, and as a 
general rule it is not, and does not purport to be, 
anything more. aIt is rarely, if ever, a document 
containing uothirc^but statements of facts so far 
as money values are concerned. In this respect 
a balance sheet should be regarded as a statement 
partly of facts And partly of opinions. Statements 
of fact are those which relate to the balance of 
cash in hand, or at the bank, or the amount due 
to creditors; statements of opinion are those 

which relate to the values of the book debts, the 

§ 

stock-in-trade, machinery, premises, <fcc. 


In examining an audited and certified balance 
sheet it should be borne in mind that an auditor 
is not a valuer, and that it is no part of his duty 
to certify the correctness or otherwise of the 
values placed upon all or any of the assets of a 
concern. What he does is to certify the agree¬ 
ment of the balance sheet with the books and 
other documents which he is calk'd upon to 
examine. 

An audited and certified balance sheet, although 
perfectly true as to matters of fact, may neverthe¬ 
less be false as to matters of opinion, ®.g. stock, 
book debts, goodwill, Jkc.; and it is a significant 
fact that some of the most notorious cases of falsi¬ 
fication of balance sheets have related to matters 
of opinion, as to which the auditors could not 
strictly be held responsible. 

A balance sheet may be false by understating 
the amount of^ liabilities or by overstating the 
value of the assets. An understatement of lia¬ 
bilities w’ould ordinarily involve the omission of 
entries in the books of account, as where a person 
is liable in damages to another person and fails to 
enter the amount oi such liability in his books; 
or where bills of exchange have been negotiated 
and dishonoured and the liability to the holder 
is omitted. 


VALUATION OF STOCK 

One of the most important items in the accounts simple example will suffice to prove the truth of 

and on the assets side of a balance sheet of ahy this statement. Let us suppose that a man starts 

trading concern is the stock-in-trade. (See also business with st^ck of the value of £100 and buys 

other chapters of this Part.) According to the goods at a cost of £300, making £400 in all. Sup- 

method eft valuing this item the profits of a busi- pose also that he* sells one half these goods for 

n*ss may be shown to be great or small and the £250 —clearly his profit would be £50, which 
balance sheet favourable or unfavourable. A would be shown in bis trading account thus:— 


TRADING ACCOUNT (1) 


L 1 1 . . 

£ 

B. 

d. 


£ 


d 

To Stock at commencement. 

100 

0 

0 

By Sales. 

250 

0 

0 

n Purchases. 

300 

0 

0 

ii Stftck at cost price. 

200 

0 

0 

,i Balance, being Gross Profit. 

50 

0 

0 





- 

450 

0 

0 


450 

0 

0 




• 

By Gross Profit. 

50 

0 

0 


Now, let us assume that, instead of valuing his be overvalued to the extent of £200 and his pro¬ 
stock at the end of the period at £200, he im- fits would be inflated to the same extent, as will 
properly values it at £400. His stock would thus be seen by the following 
1 ^ Vou VH 
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TRADING ACCOUNT (2) 





£ 

8. 

d. 


£ 

*. 

d. 

To Stock at commencement. 

100 

o 

0 

By Sales. 

250 

0 

0 

ii Purchases. 

300 

0 

0 

h Stock... 

400 

0 

0 

„ Balance, being Gross Profit.... 

250 

0 

0 


f 




650 

0 

0 


650 

0 

0 





By Gross Profit.. 

250 

0 

0 


And not only will the profit be overstated to 
the extent of £200, but the assets appearing in 
the balance sheet will be overstated in value to 
a corresponding extent, for amongst the assets 
stock-in-trade will be shown as of the value of 
£400 instead of £200. 

This kind of falsification has not, however, a 
cumulative effect as regards profit. That is to say, 
an overvaluation of stock to the extent of £200 


every year for ten years would result in a repeti¬ 
tion each year of a false statement of the value of 
stock on hand, but would not result in a repetition 
of a false statement of profit. For example, if we 
continue our illustration and assume that in the 
following year the purchases amount to £200 and 
half the goods were sold for £260, the profit would 
again be £60, as is shown by the following, which 
we may call our true trading account:— 


(TRUE) TRADING ACCOUNT 



£ 

8. 

d. 


£ 

8 . 

d. 

To Stock at commencement, as per 




By Sales. 

250 

0 

0 

Trading Account (1). 

200 

0 

0 

M Stock. 

200 

0 

0 

it Purchases. 

200 

0 

0 





ii Balance, being Gross Profit. 

50 

0 

0 






450 

0 

0 


450 

0 

0 





By Gross Profit. 

50 

0 

0 


Now, let us take the false figures and assume 
that at the end of the second year the stock is 


again overvalued to the extent of £200. We then 
get the following result:— 


(FALSE) TRADING ACCOUNT 


* ■ 1 ' * 11 * | 

£ 

4. 

d. 


£ 

8. 

d. 

To Stock at commencement, as per 




By Sales. 

250 

0 

0 

Trading Account (2)_!. 

400 

0 

0 

it Stock.. . 

400 

o 

o 

i, Purchases. 

200 

0 

0 





ii Balance, being Gross Profit. 

50 

0 

0 






650 

0 


1 

650 

0 

0 





By Gross Profit. 

60 

0 

0 


The truth is, that whatever temporary advan¬ 
tage a man may gain by inflating the value of his 
stock-in-trade at the end of one year, he will lose 
at the end of the next year through having to 
charge his trading account with the inflated 


amount of stock brought forward at the begin¬ 
ning of the period, and unless the overvaluation 
is repeated the effect on the trading account will 
be disastrous, as is shown by the following 
example:— 
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TRADING ACCOUNT 

Showing inflated value of stock brought forward at the commencement of the period, but the 
true value brought into account at the fend of the period. 


j 

£ 

6 . 

tf. 

" I 

£ 

s. 

d. 

To Stock att commencement, as per 




By Sales . 

250 

o 

o 

Trading Account (2). 

400 

0 

0 


2Q0 

o 

o 

■I Purchases.... 

200 

0 

0 

•it Balance, being Gross Loss. 

150 

0 

0 


_600 

0 

0 


600 

0 

0 

To Gross Doss..1?. 

150 

0 

0 






Such an account would in the ordinary course 
of things lead to enquiries which, if pursued far 
enough, would disclose the fact that at the end of 
the previous year the stock was overvalued to the 
extent of £200, that the profit wa* inflated to a 
like extent arid was therefore false, and that the 
balance sheet was false by reason of the stock- 
in-trade being shown therein as of the value of 
£400 instead of £200. 

All these consequences may result from a deter¬ 
mination to value the stock on a true basis when 
its value has been previously inflated by adopting 
a false basis, e.g. selling price instead of cost price. 


Therefore, when falsification of accounts by over¬ 
valuing stock-in-trade is once begui^ there is a 
strong temptation to continue the falsification; 
and if it remains undetected there exists the 
further temptation to increase the inflation in 
order to show increasing profits, for the correct¬ 
ness of the profits shown in the accounts of a 
trading concern depends largely (and sometimes 
entirely) upon the correctness of the value at 
which the stock has l>oen taken. In fact, the 
valuation of the stock may be regarded as the 
pivot upon which rests the accuracy or otherwise 
of the profit shown in a trading account. 


POSITION OF AUDITORS 


The question may now be asked: How can the 
falsification of stock values be prevented? Before 
attempting to answer this question let us con¬ 
sider the auditor’s position in relation to this sub¬ 
ject. As already stated he is not a valuer, and he 
does not certify the value of any asset. He certifies 
that the balance sheet agrees with the books? and 
documents of the undertaking, and with the infor¬ 
mation Supplied to -him by responsible persons; 
and as regards all questions of value he is entitled, 
win the absence of suspicious circumstances, to rely 
upon the statements made to him by trusted officers. 

This principle was laid down in the well-known 
case of the Kingston Cgtt-on Mill Company, Lt<f\ 
No. 2 (1896), the manager of which had deliberately 
exaggerated the quantities and values of cotton and 
yam held by the company at the end of each of 
several years. A stock book was kept to record 
the details of stock on hand at the date of each 
balance sheet These details were summarized, 
and the summary was signed by the manager. The 
auditors checked the totals of the various groups 
of items on the summary, but did not check the 
accuracy of the items summarized. Upon an 
appeal against an order of Court holding the 
auditors liable to make good to the company 
moneys improperly applied in payment of divi¬ 


dends on the faith of certain balance sheets which 
they had signed, it was held that the auditors 
were not liable. It was no part of an auditor’s 
duty to take stock; he must rely on some other 
person for the details of it, and for the materials 
to enable him to enter it at its proper value in 
the balance sheet. If the auditors had gone more 
fully into allelic books relating to stocks of cot¬ 
ton and yarn the fraud would probably have been 
discovered; but the question was: Were the audi¬ 
tors wanting in reasonable care in not thinking it 
necessary to test the managing director’s returns? 
In the absence of any suspicious circumstances they 
were not. They were watchdogs, not bloodhounds. 
They were justified in believing tried servants of 
the company, in whom confidence had been placed 
by the company, and they were not to be made 
liable for not tracking out ingenious and carefully- 
laid schemes of fraud where there was nothing to 
arouse their suspicion, and where such frauds re¬ 
mained undetected for years by the directors of 
the company. 

Therefore, in the absence of suspicious circum¬ 
stances, all that an auditor is bound to do, so far 
as stock values are concerned, is to obtain a proper 
certificate from the managing director or other 
trusted official of the company. But while this 
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may be sufficient to protect the auditor against strated that in certain cases it is no protection 
liability should the values subsequently be proved whatever to the public against th^ fraudulent 
to be false, it is open to question whether it is schemes of unscrupulous persons. To afford proper 
sufficient to protect the public against loss through protection to the public some alteration in the 
false returns. Indeed it has been clearly demon- present practice is obviously needed. 

THE COMMON CAUSE OF FRAUD 

An examination of the most notable frauds in have been much more difficult Therefore, in 
recent years will reveal one outstanding fact, viz. order to prevent frauds of this class, it would 
that they have been the result of placing too much seem that no one man should be allowed to certify 
confidence in one man, and allowing that man to year after year the value of book debts or stock- 
have absolute control over operations of an im- in-trade, or be allowed to manipulate uncontrolled 
portant and far - reaching character. Take, for the financial operations of a group of companies, 
example, three cases within the memory of every With regard to the falsification of stock values, the 
business man, viz. the Millwall Dock, Whitaker public could be better protected from loss through 
Wright, and Measures. this kind of fi jUid if the position of auditors were 

In each of these cases too much reliance was strengthened so that they could fearlessly refuse 
placed upon one man, with the result that a to accept the certificate of the same man for mqre 
criminal offence was committed (perhaps under than, say, three consecutive years without some cor- 
very strong temptation), which otherwise would roboration such as that of an independent valuer. 


DEFALCATIONS OF CASHIERS, ETC. 


So far we have dealt only with falsification of 
accounts brought about by the manipulations of 
persons holding highly important and responsible 
positions. There remains to be considered that 
kind of falsification which is brought about by 
the defalcations of cashiers, travellers, collectors, 
and bookkeepers. 

In the case of cashiers many frauds have been 
committed when one man has been permitted to 
have complete control of all records of cash re¬ 
ceived and paid and to make entries in other 
books of account. Where a cashier is allowed to 
receive money and hold it for an indefinite time, 
and use it, if necessary, to pay accounts, &c., and 
at the same time has unrestrictefl access to the 
ledgers in which he may make entries, there is 
ample opportunity to falsify the accounts if the 
person be so minded. 

It is easy in such circumstances for a man who 
is bent on fraud to receive money from a customer, 
misappropriate it, make no entry in his cash book, 
but enter the amount to the credit of the cus¬ 
tomer’s account in the ledger. Such a simple 
fraud would, of course, be quickly discovered by 
the auditor. Suppose, however, that the circum¬ 
stances are such that the cashier is in a position 
to prevent any record of the/debt appearing in 
the ledger, or to manipulate the entries so as to 
show in the customer’s account a smaller amount 
than that actually due, the misappropriation 
would not be discovered by merely checking the 
postings from one book to another. Of course it 


would be necessary in such a case for the cashier 
to keep his own private record of the real trans¬ 
action, in order that he may correctly render the 
customer’s account. 

• 

Fictitious Entries 

Even when the cashier has nothing to do with 
the customers’ ledger but is allowed to control 
the entries in the creditors’ or bought ledger, 
fraud may be committed if the person is so in¬ 
clined. For example, he may enter a fictitious 
purchase in the purchase book, post the amount 
to a real or fictitious account in the ledglr, make 
a fictitious payment of the amount, and misap¬ 
propriate the money. The books will appear to« 
be in order, the only missing document being the 
invoice for the goods fraudulently entered as pur¬ 
chased ; but a desperate ipan will not scruple to 
supply a fictitious invoice. 

In either of such cases as the above the fraud 
will probably not remain long undetected, for an 
auditor can supply a very simple and effective 
method of testing the accuracy of the accounts 
in any ledger in reference to which there is the 
slightest suspicion of falsification. It is worth 
while, however, to consider by what means the 
falsification can be prevented. 

Rules for Cashiers 

To obviate frauds of this kind it is advisable to 
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lay down strict rules to be observed by the person 
who is responsible for keeping a proper account 
01 all cash received and paid, such as the follow¬ 
ing:— 

!■ All cash, cheques. See., received to be forthwith 
entered in the cjLsh book and paid into the bank. 

2. All receipts to be issued from a specially printed 
counterfoil receipt book. 

3. Vouchers to be obfiairjed for all payments, if possible. 

4. All payments of iS and upwards to be made by 
cheques. 

5. All payments of sums less than £2 to be made out 
of petty cash. 

8. The pett^ cash book to be examined with the 
vouchers at least once a month, and a cheque drawn 
for the total amount of disbursements. 

7- All wages and salaries sheets to l>e certified as cor¬ 
rect by a responsible person before fhe payments are 
mode. • 

8. The balance at the bank as shown by the cash book 
to be periodically ngi-eed with the balance as shown by 
the bank passbook, and in cose of disagreement a recon¬ 
ciliation statement to be prepared and entered in a book 
provided for the purpose. 

9. Tile cashier to have nothing to do with posting to 
tjiu ledgers or with the rendering of statements of 
account to customers. 


Special attention should lie given to the system 
of calculating and paying wages, so as to prevent 
fictitious payment* to imaginary workmen. It is 
advisable to distribute the work of calculating, 
checking, entering, and paying amongst several 
clerks, care being taken that the person who actu¬ 
ally pays the wages has had nothing to do with 
the preparation of the wages sheets. 

Petty thefts may be made by the person who 
keeps the petty fash, and it is therefore impor¬ 
tant to have a regular and effective means of 
checking the petty-cash payments. (See Chapter 
I of this Part.) 


Defalcations of Travellers 

To prevent defalcations by travellers and col¬ 
lectors it is advisable that all travellers or col¬ 
lectors should be furnished with a list of all out¬ 
standing accounts which they are to collect. At 
the same time counterfoil receipts should be pre¬ 
pared and handed to each traveller or collector, 
who at the end of the wee$ must account for the 
cash or return the counterfoil receipt • 

Another kind of theft is where a man employed 
in the warehouse is in league with a customer to 
whom a larger quantity of goods is supplied than 
is charged on the invoice. This can be easily pre¬ 
vented by a system by which the work of forward¬ 
ing the goods is done by persons independent of 


the selling department. In the forwarding or 
packing department the goods should be care¬ 
fully checked with the delivery note or invoice 
and any discrepancies should be noted, and the 
attention of a responsible person drawn to the 
fact 

In retail businesses thefts sometimes occur, and 
owing to the multiplicity of transactions are often 
difficult to detect. Indeed, sometimes this kind 
of peculation defies detection, and the only remedy 
is to discharge the whole staff in a particular de¬ 
partment. Au easy method of fraud is to sell an 
article, receive the money over the counter, make 
out the bill for a smaller amount, pay in the 
smaller amount and appropriate flic difference. 
Where no change is required by the customer he 
will not wait for the bill, and in the absence of 
proper sujKjrvision this kind of theft may continue 
for some time without detection. To avoid fraud 
of this kind it is necessary to have every bill 
initialled at the time, so as to render falsification 
both difficult and risky. 

Internal Check System 

In all businesses it is advisable to adopt a 
system of internal check. An internal check is 
that part ot the organization of bookkeeping 
which provides for a regular and systematic check 
on the accuracy of the financial records so as to 
secure the speedy detection and rectification of 
errors, and at the same time minimize the possi¬ 
bility of fraudulent entries being made. 

* The following are some of the rules which 
should be observed:— 

1. All cash received should lx- paid into the bank daily, 
and all payments other than petty cash payments (which 
should be kept on the imprest system) should be made 
by cheques. # 

2. Thu cashier should not be allowed to make entries 
in the ledgers. 

3. The balance at the bank as per the bank passbook 
should be regularly agreed with the cash hook, and a 
reconciliation statement prepared when necessary. 

4. All postings to the ledgers should be called over 
daily, if possible, by clerks who have not made any of 
the entries. 

* 5 . All invoices should be compared with the orders 
and goods reoeived books, and initialled by the manager. 
The calculations and totals will then be checked in the 
oltice before the invoices are entered in the purchases 
book. 

8. The calculations on all invoices sent out should first 
be checked by the entering clerk before being entered in 
the sales liook. 

7. All ledgers should be rendered self-balancing, and 
the ledgers should be periodically checked by means of 
the summary books or test journals. 



CHAPTER X 


THE INVESTIGATION OF ACCOUNTS 

Introductory—The Introduction of a Partner—The Acquisition of a Business—The Conversion of a Business— 
Suspected Fraud—Claims for Compensation—The Falling off or Loss of Trade. 


, INTRODUCTORY 


The scope and method of an investigation of 
accounts must largely depend upon the nature of 
the business whose accounts are to be investigated 
and the objects of the investigation. An exami¬ 
nation of accounts with the object of ascertaining 
the existence or absence of fraud would not Ixj 
conducted on the same lines as one designed to 
test the accuracy or otherwise of alleged profits, 
nor would the method of enquiry suitable to a 
very large retail establishment be appropriate to a 
purely financial business. f 

It is necessary, therefore, to consider this subject 
in relation to the various purposes for v r hich in¬ 
vestigations are usually conducted, and for the 
purposes in view trading concerns iftay be taken 
as furnishing the m^t common and therefore the 


most useful examples. At the same time special 
points in relation to undertakings of a non-trading 
character will be dealt with. 

The events which most frequently give rise to 
the necessity for an investigation of accounts are 
as under:— 

1. The introduction of a partner. 

. 2. The acquisition of a business. 

3. The conversion and sale of a business to a 
limited company. 

4. Suspected fraud. 

5. Claims for compensation for the removal of a 
business. 

6. The falling off or loss of trade. 

It will be convenient to consider separately the 
methods to be adopted in each case. 


'the introduction of a partner 


There are, of course, many cases in which the 
relations between the proprietors of a business 
and a prospective partner are such as to render 
any investigation of accounts unnecessary. Tfco 
proposed partner may, for example, be a near re¬ 
lative of one of the proprietors, or he may have 
been associated with the management of the busi¬ 
ness for many years. 

On the other hand, there are'numerous cases in 
which the proprietors of a business and a prospec¬ 
tive partner are complete strangers, and in which 
an independent investigation of accounts on behalf 
of the proposed partner is not merely advisable, 
but, in the majority of $asea, is absolutely essen¬ 


tial if disappointments and financial losses are to 
be avoided. An unsuspecting and inexperienced 
person who possesses capital can easily lose every 
penny of it by entering into partnership ..with a 
stranger or strangers, unless he takes the precau¬ 
tion to secure the advices of a competent ac¬ 
countant to investigate and report upon the 
financial position and prospects of the business. 

Very glowing indeed are the statements some¬ 
times made in order to tempt the unwary stranger, 
who is often liable to be too favourably impressed 
with showy appearances, such as a well-furnished 
office, busy cierks, &c. To convince him that every¬ 
thing is perfectly bona fide and in order the books 
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of account are produced, and he is invited then and 
there to satisfy himself that the business is all that 
it is represented to be. In the majority of cases 
it would be very difficult, if not impossible, for 
anyone to arrive at a sound and satisfactory con¬ 
clusion as to the financial position of a business 
by an inspection of books during the space of a . 
few minutes. It often happens, however, that 
the mere offer of inspection, accompanied, as it 
usually is, by a great Show of frankness, achieves 
its object, and the stranger without further en¬ 
quiry or independent advice enters into arrange¬ 
ments which nine cases out of ten he very soon 
regrets. 

It has been seen elsewhere that there are now 
two kinds of partnerships, viz.: (1) General part¬ 
nerships; (2) Limited partnerships. (See Part III, 
Chapter III) , 

It is important to remember the distinction be¬ 
tween the two kinds. A general partnership is 
one which consists of persons whose liability for 
the debts and obligations of the firm is unlimited. 
A limited partnership is one which consists of one 
or more general partners whose liability is un¬ 
limited, and one or more limited partners whose 
liability is limited to the amount of capital contri¬ 
buted by them. A person may, therefore, under 
the Limited Partnership Act, 1907, contribute 
capital to a firm and receive a share of the profits 
without being liable for the debts and obligations 
of the firm beyond the amount of his contribution. 
A limited partnership must, however, be registered 
with the Registrar of Companies, otherwise it will 
be deemed to be a general partnership and every 
limited partner a general partner. 

A limited partner may not take part in the 
management of the business, and if he receives 
back directly or indirectly any part of his capital, 
he is liable for the debts and obligations of the 
firm to the extent of the amount withdrawn. 

An investigation on behalf of a prospective 
partner involves not only an examination of ac¬ 
counts in order to ascertain the facts concerning 
the financial position afid prospects of the business, 
but also a careful consideration of the objects of 
the proposed partnership, and how far those objects 
are likely to be achieved if the partnership is 
entered into. Indeed these objects must be con¬ 
sidered concurrently with any investigation of ac¬ 
counts that may be made. ' 

The Objects of Securing a Partner 

The reasons for seeking a partner are various, 
but for present purposes we may assume that the 
objects are one or both of the following. 

(1) To obtain further capital; 


(2) To secure the services of the prospective 
partner. 

If the object is merely to secure further capital, 
the investigation should be directed towards ascer¬ 
taining how much of the further capital is required 
to pay off existing, and perhaps pressing, liab.lities 
1 and bow much will be available for developing 
and extending the business. 

The mere fact that capital is required to meet 
pressing liabilities may be favourable or unfavour¬ 
able according to circumstances. A man may com¬ 
mence business with a small amount of capital; 
the business may grow out of proportion to the 
capital originally invested, and, owing to the fact 
that he is obliged to give longer credifc than he him¬ 
self can obtain, he may gradually get behind with 
his payments and his creditors may become im¬ 
patient. In such circumstances the business may 
be quite sound and in a condition to justify the 
introduction of fresh capital, which may not only 
strengthen the finances of the business, but enable 
the pvopric^prs to secure 1 Hitter terms as to prices 
and discounts. 

On the other hand, the finances of a business 
may have got into a bad state as the result of bad 
trade, mismanagement, etc., and even if the pressing 
liabilities were met the business would perhaps 
still remain in an unsound condition. 

When the object is to obtain fresh capital for 
the purposes of developing and extending the busi¬ 
ness, it will be necessary to consider whether the 
position and character of the business are such 
that it is capable of being developed, and whether 
tjie capital sought is sufficient for the purposes of 
such development. The ascertained profits from 
year to year will show whether the business is a 
growing one or otherwise. If the profits are 
increasing, the question will arise as to whether 
the probable rate of increase is sufficient to 
justify the intioduction of the additional capital 
required. 

If the objects of the proposed partnership are 
not only to obtain capital but also to secure the 
services of the prospective partner, care must be 
taken to ascertain that the qualifications and ex¬ 
perience of the latter are such as will enable him 
to take a useful and prominent part in the manage¬ 
ment and control of the business. It is a risky 
thing for a man to undertake active partnership in 
a business of which he knows practically nothing, 
for in that case he risks not only the loss of his 
capital but also the loss of his self-respect, since 
he may become a nonentity in a concern in which 
he has a considerable sum at stake. It is a com¬ 
mon pretext of those possessed of a small or effete 
business to offer a salaried position to secure capi¬ 
tal. In such cases there is rarely any need for a 
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partner, nor scope for his abilities if he have any 
—it is money alone that is wanted. 

The Scope of the Investigation 

The investigation of the accounts should gene¬ 
rally cover a period of four or five years—assum¬ 
ing the business to have been so long established. 
The trading and profit and loss accounts and 
balance sheets should be carefully tested for the 
purpose of ascertaining— 

(а) That all the purchases have been entered in the 
books and brought to account. 

(б) That all the sales recorded in the books are genuine. 

(c) That all^he expenses of carrying on the business 
have been correctly entered and charged against the 
profits. 

(d) That the stock-in-trade has been regularly taken 
on a sound and consistent basis. 

(e) That proper allowances have been made for the 
depreciation in value of fixed assets such as leases, plant, 
machinery, fixtures, furniture, &c. 

(f) That the book debts are genuine and are likely to 
be recovered. 

(g) That assets such as goodwill, patents, copyrights, 
Ac., are valued on some reasonable basis, and are not 
shown in the balance sheet at fictitious or arbitrary 
valuations. 

Other matters may call for investigation accord¬ 
ing to circumstances, but the above points may 
serve as an indication of the general character of 
the principles to be followed. 

The Real Tests of Accuracy ( 

It is important to remember that the bare fact 
that books of account are arithmetically correct, 
in so far that they are capable of b<yng balanced 
to a penny, is not conclusive evidence that they 
contaip a full and correct record pf all the facts 
which ought to be recorded, or that they do not 
contain false entries. Therefore, in the conduct 
of an investigation one must look beyond mere 
arithmetical accuracy, which is not inconsistent 
with falsity of fact. The real tests are to be found 
in the answers to the questions:— 

1. Is ail that is recorded true? 

2. Is all that is true recorded? * 

These questions refer not only to entries of trans¬ 
actions which are matters of fact, but also to entries 
of values of assets, which are generally matters of 
opinion. 

If a man purchases £100 worth of goods for his 
business and pays for them out of private sources, 
and omits to record in the books of his business 
either the purchase of the goods or the payment 
of the money, the effect will be to Bhow a fictitious 


profit at the end of the period. If the value of the 
goods is duly entered in the books either as stpek 
or as a sale, the whole amount so entered will be 
brought to credit as profit, since there will be no 
entry on the other side of the account relating to 
the cost of the goods. Here we have an example 
of an unrecorded fact which does not affect the 
balancing of the books, but materially affects the 
financial results as disclosed thereby. There is no 
false entry, but an omissiqn to enter facts which 
ought to be recorded. 

The question naturally arises: How can such 
omissions be discovered? In the first place there 
must be reasonable ground for suspiring that such 
entries have been omitted before embarking on a 
voyage of discovery. The usual percentage of gross 
profit on sales is well known amongst accountants 
who have to examine the accounts of various busi¬ 
nesses. If in a particular case the profits appear 
to be abnormally large having regard to the char¬ 
acter of the business, there would be grounds for 
enquiry as to the cause; and if the enquiry pro¬ 
duced unsatisfactory answers there would be 
grounds for suspicion, which would lead to further 
enquiry into the system of purchasing, receiving 
delivery of, and entering goods. If the system 
was found to be such as would lend itself to the 
suppression of invoices and the omission of entries, 
the enquiry might be pursued to the extent of ask¬ 
ing all firms from whom goods Jiad been purchased 
to render copies of their accounts covering the 
period under investigation. This would probably 
lead to the discovery. 

Valuation of Book Debts 

Fictitious entries relating to “sales”, e.g. enter¬ 
ing goods as sold and charging them in the accounts 
of imaginary persons when, in fact, no safes have 
taken place and no goods left the premises, would 
also have the effect of inflating the apparent profits,, 
of a business, but the real nature of the entrieewould 
probably be discovered by examining the character 
%nd value of the book debts. In determining the 
value of book debts there aVe certain points which 
should be kept in view. Regard must be had to 
the usual terms of credit allowed; to tile length of 
time the debts have been owing; to the manner in 
which the accounts have been rendered—whether 
regularly or irregularly; to the habits of the 
debars as regards regularity of payment; to the 
character of the balances alleged to be owing— 
whether any part of them is composed of old 
balances, disputed items, empties, discounts de¬ 
ducted but disallowed, Ac. Care most also be 
taken to see that the alleged debts do not repre¬ 
sent the value of goods sent on “sale or return”, or 
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include trade discounts; and if payments are made 
y igeans of Jrills of exchange the accounts should 
be examined to see that the bills are usually met. 
it is only by a careful consideration of the financial 
habits of each debtor that the value of book debts 
can be fairly estimated. The genuineness or other¬ 
wise of the book debts depends partly on the bona 
fide character of the entries of sales, but not en¬ 
tirely, since the sales may have been correctly 
entered but the debts may be irrecoverable owing 
to the financial misfortunes of the debtors. 

Various flatters for Investigation 

Expenses are often paid out of private moneys, 
or pissed through the books and charged to Draw¬ 
ings Account instead of to Profit and Loss Acc ount,. 
Stock is sometimes taken at cost jwico at the be¬ 
ginning of a period and at sell^gg price at the end 
of the period, thus showing a profit, which has not 
been made. This could be detected by comparing 
stock items and prices with invoices. The omis¬ 
sion to allow for the depreciation of fixed assets 
would be prima facie evidence that the assets were 
overvalued in the accounts. Items such as good¬ 
will are sometimes valued at arbitrary figures in 
order to show an improved financial position. The 


value of goodwill, if it exists, can only be assessed 
in the light of definite information as to the nature, 
position, and profits of a business. If a prospec¬ 
tive partner is asked to make a payment on account 
of his share of the goodwill, an investigation con¬ 
cerning its value will usually be made. (As to 
Goodwill, sec other references in this Book.) 

• Goodwill may have been created by: (1) per¬ 
sonal skill and influence; (2) securing a monopoly 
either as to the place of business or as to the 
articles produced; or (3) acquiring a good reputa¬ 
tion as regards the quality and price of goods sup¬ 
plied. Goodwill is usually valued on the basis of 
the average profits for a term of from three to five 
years; but when the goodwill is bawd upon per¬ 
sonal skill and influence, as in the case of a doctor 
or other professional man, the value will depend 
upon how far the change of proprietorship is likely 
to affect the amount of business. 

In reporting to a client the result of an investi¬ 
gation such as that outlined above, care should bo 
taken to state clearly tbe matters which have been 
enquired into, the general method of enquiry, and 
the results. The rejKirt should as a rule conclude 
with an opinion as to whether the business pro¬ 
posed is to be recommended or otherwise, and it 
should, of course, be signed and dated. 


THE ACQUISITION OF A BUSINESS 


An investigation on behalf of a prospective pur¬ 
chaser of a business will closely follow the lines of 
that already described. Apart from tbe examina¬ 
tion of the books of account, enquiry should be 
made as to the proprietor’s reasons for desiring to 
sell the business, and as to whether the proposed 
purchaser possesses such knowledge and experi¬ 
ence as %re likely to enable him to carry on the 
business successfully. These points are obviously 


matters of common sense rather than matters of 
account. 

^Should a purchase of the business be decided 
upon, care must be taken to liave a purchase agree¬ 
ment properly drawn up by a solicitor, in order 
that the purchaser may be put into legal pos¬ 
session of ulWJiat he intended to buy, and that he 
may be protected from any attempt to deprive 
him of the goodwill of the business. 


THE CONVERSION OF A BUSINESS 


The conversion of a business and sale to a 
limited company may not involve any change in 
the management of the business, but it will in¬ 
volve a change in the proprietorship, for although 
the original owners of a business may acquire all 
the shares in the eompany*and may continue to 
manage the business, they can no longer be* re¬ 
garded as the proprietors of the business, since the 
company which has acquired it is a separate entity 
distinct from the persons who are its shareholders. 

There are two kinds of limited companies, viz.: 
(1) Private companies; (2) Public companies. (See 
Part HI, Chapter IV.) 


While the great advantage of converting a busi¬ 
ness into a limited company is the limitation of 
the liability of tbe shareholders, there are many 
otfler advantages, the chief of which is that the 
title of the company to the business and property 
is not affected by any changes in the ownership of 
the shares. 

An investigation of the accounts of a business 
with a view to its sale to a company will be 
directed to ascertaining the nature and amount 
of the liabilities and assets and the amount of the 
average profits over a period of some years. The 
price of the goodwill is usually based on the 
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amount of the average profits, and in arriving at 
profits certain items which may have been charged 
in the Profit and Loss Accounts are usually added 
to the net profits shown in such accounts. These 
items are not regarded as proper charges against 
revenue, but are in the nature of capital charges, 
e.g. interest on loans, interest on capita], partners’ 
salaries, income tax, or capital losses, e.g. loss on 
sale of old machinery, plant, ifcc. 

The method of converting a private firm into 
a limited company has been treated in Part III, 
Chapter IV. 

The values of the various items of property and 
assets to be taken over by the company must be 
agreed uponf and the purchase price fixed. The 
purchase price to l>e paid by a company generally 
includes a sum for goodwill. All these matters 
are then embodied in the form of an agreement 
between the vendors and the company, or a 
nominee appointed to act for the company pend¬ 
ing its formation. 

The agreement having been entered into, the 
necessary entries will be made in the books of the 
company recording the facts relating to the pur¬ 
chase of the business, and the vendors’ Ijooks will 
be closed. 

The closing of the vendors’ books and the open¬ 
ing of new books on behalf of the company must 
be treated as two distinct and independent opera¬ 
tions. 

The closing of the vendors’ books will be effected 
as follows- 

1. A Realization Account will be opened. This ac¬ 


count will be debited with the assets to be transferred, 
and the various accounts of assets will bt credited' 

2. An account will be opened in the name of the pur¬ 
chasing company. This account will be debited with 
the purchase price of the assets acquired by the company, 
and the Realization Account will be credited. 

3. If the liabilities are to be taken over by the pur¬ 
chasing company, the total amount thereof will be trans¬ 
ferred to the credit of the company’s account, which 
will then show the net amount duo from the company. 

4. The Realization Account, after being charged with 
the expenses, will show on balance the profit or loss on 
realization, and such balance will be transferred to the 
credit or debit of the \endors’ personal, accounts in the 
proportions agreed upon between them. 

5. Accounts of assets received in consideration of the 
sale to the company will be opened and debited with the 
appropriate amounts, the purchasing company's account 
being credited. * 

6. The cash, shares Jebentures, Ac., in hand or received 
from the com pan will be distributed in agreed propor¬ 
tions amongst the vendors, whose accounts will be debited 
therewith and closed. 

The opening of the purchasing company’s books 
will be effected as follows 

1. An entry will be made in the company's Journal 

(1 elating accounts for the various assets acquired, includ¬ 
ing goodwill, crediting accounts for the liabilities taken 
over, and crediting the vendors’ account with the agreed 
purchase price. ( 

2. The vendors' account will be debited with the cash, 
shares, debentures, Ac., paid and issued in satisfaction of 
the purchase price, and accounts of cash, shares, deben¬ 
tures, Ac., will be credited. 


SUSPECTED FJtAUD 


The method of conducting an infestigation of 
accounts with the object of discovering fraud will, 
of course, depend upon the special Arcumstances of 
each case and the character of the fraud suspected. 


Fraud will generally relate to cash, cash abides or 
goods, and the usual methods of tracking fraud of 
thi, kind are dealt with under “Falsification of 
Accounts”. (See Chapter IX of this Part.) 


CLAIMS FOR COMPENSATION 


An investigation of accounts with the object 
of formulating a claim for compensation for 
removal of a business from one place to another, 
calls for the exercise of judgment and experience 
as well as a thorough knowledge of accounts. The 
claim will be based on— 

(а) Actual expenses of removal. 

(б) Losses incurred by reason of the compulsory 

sale of stock, leases, fixtures, & c. 

(c) Loss of beneficial interest. 

The accounts of the business for the previous 
three or four years wil^ require examination for 


the purpose of ascertaining the value of the 
beneficial interest, which will be based upon the 
average net profits for a period of three or more 
years according to circumstances. 

The actual expenses of removal will be ascer¬ 
tained from the removal accounts. They will 
include all wages and other expenses incurred 
during removal. 

To ascertain the loss on the sale of stock, stock 
should he taken on the usuql basis of valuation 
before the compulsory sale begins. The loss will 
then be represented by the total amount of the 
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■ difference between the stock values and the sums 
actually realised. 

The loss on the sale of the lease will be repre- 
‘ sented by the value at which it stands in the 
books. To this value 10 per cent is usually added. 

The loss on fixtures will be represented by their 
book values less any sums received on account 
thereof. 


To these losses an additional sum may be 
allowed as compensation for the compulsory sal© 
of the premises. 

The necessary information having been ascer¬ 
tained, a form of claim will be prepared showing 
the nature and amount of each separate item and 
the total amount of the claim. 


THE FALLING OFF OR LOSS OF TRADE 


The reason for the falling off or loss of trade 
may be traceable to various causes, of which the 
following may be mentioned:— 

1. Unfavourable weather. 

2. Changes of fashion. 

3. Errors of judgment *in the matter of goods 

purchased. 

4. Change of local condition: 

Those are matters which can be discovered without 
any special investigation of accounts. They may 
be regarded as both real and apparent causes. 

There are sometimes, however, instances in 
which a falling off of trade takes place without 
any apparent cause, and in sued cases it is neces¬ 
sary to investigate very carefully the internal 
organization of the business, particularly with 
regard to the methett of recording purchases and 
sales, and the method of taking and valuing stock. 

The chief points are:— 

1. To see that all goods delivered are entered 
in the accounts whether the invoices are 
“dated forward” or not. 


2. To see that all sales are properly entered in 

the books whether they are sold “forward” 
or not. * 

3. To see that the stork is taken on the same 

basis of valuation at the beginning and 
end of each period. 

“Dating forward” means selling and deliver¬ 
ing goods on a certain date, e.g. 5 December, and 
dating the invoice as if the sale and delivery 
had not taken place until some later date, e.g. 
5 February. 

Special attention should be given to the system 
of forwarding goods sold, since it is possible undei 
a defective system for goods to be delivered but 
not entered in the books as a result of collusion 
between employees and outside people. Under 
a sound system no goods would be allowed to 
leave the premises without proper authority issued 
from the forwarding department, which will re¬ 
ceive from the entering room a list of the goods to 
be forwarded—such list being a copy of that from 
wlfich the invoice will be made out and passed 
through the books of account. 
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INTRODUCTORY 


An insolvent in England has been described 
as— 

(1) A man whose liabilities exceed his assets; 
and— 

(2) A man who is unable to discharge his debts 
and obligations as they become due. 

The term is used in the latter sense for com¬ 


mercial purposes, and when a trader is in this 
position he cannot long continue business. Two 
alternatives are possible: he may either make a 
private arrangement with his creditors or he may 
have his affairs dealt with ifnder the machinery 
of the Bankruptcy Acts. (See also as to English, 
Scots, and Irish law, Fart III, Chapter XI.) 


PRIVATE ARRANGEMENTS 


If a trader whose affairs become involved decides 
to effect a private arrangement witH his creditors 
he usually calls them together for the purpose of 
laying his financial position before them and pro¬ 
pounding a scheme for the payment or part pay¬ 
ment of the debts. This step is only taken as a 
last resource to avoid bankruptcy when it is evident 
that it is not possible to continue trading. A course 
frequently adopted is to propose an assignment of 
the debtor’s property to a trustee on liehalf of the 
creditors, with the view of realizing the assets pnd 
distributing the proceeds pro rata amongst the 
creditors. The document by which such an arrange¬ 
ment is made is known as a Deed of Arrangement 
and requires registration. Its execution amounts 
to an act of bankruptcy. With the view of prevent¬ 
ing bankruptcy proceedings it is the practice to 
get as many creditors as possible to become parties 
to the deed. 


At the meeting at which the position is placed 
before the creditors a statement of that debtor's 
assets and liabilities is presented. There is no 
obligation on the debtor to present the statement 
in any particular form, and it is sometimes merely 
an ordinary Balance Sheet. It is, however, gene¬ 
rally in a form known as a Statement of Affairs 
similar to that which has be filed in bankruptcy 
proceedings. (See p. 222.) Here it may be re¬ 
marked that in the event of a Balance Sheet in 
the usual form being produced at a meeting of 
creditors called to consider a Bcheme, full infor¬ 
mation should be obtained of all charges held by 
creditors on assets included in the Balance Sheet 
and of any other debts which may have to be paid 
in fulL This information is necessary in order 
that the ordinary creditors may know the amount 
of the unsecured debts and what free assets there 
are to meet them. 
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BANKRUPTCY STATEMENT OF AFFAIRS 


When the second alternative of bankruptcy is 
adopted by the debtor or is forced upon him by 
his creditors it becomes his duty to lodge with the 
Official Receiver a statement of his affairs as at 
the date of the Receiving Order, as fully explained 
m Part III, Chapter XI. The statement comprises 
various schedules, all <5 which are summarized 
on a front sheet, which is known as the State¬ 
ment of Affairs. In some respects it resembles a 
Balance Sheet, Amt there are important points of 
difference, the chief of which are— 

1. That the assets are valued for immediate realization, 


and not on the ordinary basis of a continuing busi¬ 
ness; 

2. That assets charged to creditors are not included 

amongst the general assets; 

3. That the creditors are divided into classes, those 

whose claims have to be paid m priority to other 
creditors being separately shown. 

The method of preparing a Statement of Affairs 
may jierhaps best be illustrated by setting out 
the position of a trader in the form of a Balance 
Sheet and of a Statement of A tail's respec¬ 
tively 


BALAr^E SHEET of Wm. Brown at 31 Dkckiihkk, 11)13 


Liabilities j 

Sundry Creditors, viz.: j 

On Open Accounts. £2478 io 6 j 

n Bills Payable. 1516 4 2. 


Bank Overdraft. 

Outstanding Creditors for Rent. &c.. 


Noth —Brown had discounted bills for £500 
on which he is contingently liable as indorser. 


i 3994 
913 
94 


14 

7 

6 


d. 


A £ 

Cash m hand .. . 7 

Sundry DkutoRs, uz. : 

On Bills Receivable... £250 0 0 

ii Open Accounts. ... 1968 10 0 

-2218 

Business Premises (subject 

to mortgage) . 2000 

Capital Aooount: > 

Drawings. £300 0 0 ii 

Loss on Trading as per |l 

Profit and Loss Ac- Ij 

count . 1506 10 1 . 


10 

0 


d 

3 


0 

0 



Less Capital on 1 Jntiu- 
^ary, 1913. 


£1806 10 1 


1000 


0 0 


j: 806 

i 5032 


10 

8 


i 4 


This position would be stated in Statement of 
Affair $ form f-s shown on p, 222. 

Comparison of balance Sheet and 
Statement of Affairs 

It will be observed that in the Statement of 
Affairs there are two cash columns on the liabili¬ 
ties side, ope for the gross amounts of the liabilities 
of all kinds, and the othei'for sums which are 
expected to result in claims against tho free assets 
in any distribution to creditors. This arrangement 
brings out clearly one of the chief objects of the 
statement, viz. that it shall show creditors what 
amount is expected to be available to meet their 
claims after makingsprovision for creditors who 
hold security by way of charges on the assets, and 


for those creditors to whom the Bankruptcy Acts 
give priority of payment. The gross liabilities in 
the statement exceed those in the balance sheet 
'by £500 by reason of the contingent liability 
on discounted bills being included at the full 
amount. 

Dealing with the items, the bank overdrait ranks 
as » fully secured claim by reason of a mortgage 
of the premises having l>een given to the bank as 
security. As the premises are estimated to be 
worth £1500, while the overdraft is only £943,7s. 8 d., 
the bank is fully secured and will not rank against 
the free assets in competition with the other credi¬ 
tors. If the premises had been valued at anything 
less than the amount of the overdraft the bank 
would have been shown as a partly secured credi¬ 
tor, and the difference between the amount of the 
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STATEMENT 07 AFFAIRS of William Brown ab at 31 December, 1913 


(Irons 

Liabilities. 


£ 

3994 

943 


500 


94 


5532 


Liabilities. 


Unsecured Creditors. 

Fully Secured Creditors £943 7 8 

Estimated Value of Se¬ 
curity, viz. Mortgage 
on Business Premises 1500 0 0 

Estimated Surplus to 
contra .£ 556 12 4 

Partly Secured Creditors : : 

Estimated Value of Se¬ 
curity . : : 

Balance Estimated to rank for Divi¬ 
dend . 

Liabilities on Bills discounted other 
than the Debtor’s own Accep¬ 
tances, viz.: 

On Accommodation 

Bills. : : 

ii other Bills as 
Indorser or 1 
Drawer . £500 0 0 

Of which it is expected will rank for 
Dividend. 

Contingent Liabilities. 

Creditors for Rent, Rates, Tuxes, &e. 

Wages payable in full: 

Deducted contra .£94 6 0 


Expected to 


£ 

3994 


100 


4094 


14 


Asaeti. 


Estimated to 
Produce. 


Property, viz.: 

Cash at Bankers.. 

Cash on hand. 

Stock-in-trade (cost £ ).. 

Machinery. 

Trade Fixtures, Ac.f.. 

Other Property, viz. 


Book Debts, viz.: 

Good. 

Doubtful.£1000 0 0 

Bad. 95 15 0 


£1095 15 0 

Estimated^ produce. 

Bills of IJy^Tiange on hand available 

as Assets. 

Surplus from Security in the hands 
of Fully Secured Creditors. 


Deduct Creditors for Rent, Rates, 

Taxes, &e., per contra . 

Amount available to meet Unse¬ 
cured Creditors.. 

Deficiency explained in Deficiency 
Account. 


7 

8 

872 

15 

260 

0 

250 

0 

556 

12 

1936 

15 

94 

6 

1842 

9 

2252 

5 

4094 

sassLJizizsi 

14 


d. 


overdraft and the value of the premises would lu ve 
been entered in the “Estimated to flank” column 
as representing the unsecured portion of the bank’s 
claim. 

The liability of £500 on Bills of Exchange is the 
face value of bills of which the debtor is not the 
acceptor, but which have come to*him in ordinary 
course of business and which he has discounted. 
As he has endorsed them he is liable upon them 
in the event of dishonour by the acceptor. It is* 
anticipated that the acceptor of one of the bills 
for £100 will fail to pay. This will result in a 
claim on the debtor, and the amount is accordingly 
entered in the “Estimated to Rank” column.,-. If 
the debtor were a party to any accommodation bills 
they would be entered here. 

The heading of “Contingent Liabilities” is pro¬ 
vided for such items as guarantees and calls on 
partly paid shares which may result in claims 
against the assets. 

Rent recoverable by distress, rates, taxes, wages, 
and salaries are, subject to certain conditions, en¬ 
titled to priority of payment out of the assets not 


specifically charged to secured creditors. They 
are not, therefore, shown in the “Estimated to 
Rank” column, but are deducted in full from the 
total of the free assets. 

Of the assets shown in the Balance Sheet, the 
premises have been dealt with under the head of 
Fully Secured Creditors, being valued at £1600 ^ 
against £2000 in the Balance Sheet. The other 
assets aro summarized under their appropriate 
headings, and are valued at the amounts they are 
estimated to produce on‘immediate realization. 
The surplus estimated to result from the sale of 
the premises after satisfying the bank overdraft is 
included as being available for the other creditors. 

From the total of the assets the preferential 
creditors are deductedc leaving an amount available 
for^the ordinary unsecured creditors. The differ¬ 
ence between this amount and the unsecured claims 
is the amount of the deficiency of assets to meet 
liabilities. 

The reason why this deficiency has arisen has 
to be explained in a “ Deficiency Account” which 
is attached to the Statement of Affairs. Let it be 
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assumed that Brown started 

January, 1913, with a capital 
* 


in business on 1 I Deficiency Account compiled upon the basis of 
of £1000. The I the above figures would appear as follows:— 


DEFICIENCY ACCOUNT 


Excess of Assets 8ver Liabilities on 1 

January, 1913 (i.e. Capital). 

Net Profit (if any) arising from carrying • 
on business. 

£ 

1000 

8 . 

0 

d. 

0 

Excess of Liabilities over Assets on 1 
January, 1913. 

£ 

1. 

4 




Net Loss (if any) arising from carrying 

on business as per Balance Sheet. 

Bad Debts (i.e. £1095, 15a., fes* £250)... 
Expenses incurred since 1 January, 1913, 
other than trade expenses, viz. house¬ 
hold expenses (Drawings). 

1506 

845 

300 

10 

16 

0 


Income or Profit from other sources 1 

Deficiency as per Statement of Affairs.., 

2252 

5 

1 

1 

0 

0 





Other Losses and Expenses, viz.: 

Oil realization of Premises. 

f,00 

o 

o 





ii Bill of Exchange. 

100 

Jt._ 

3252 

o 

o 


3252 

5 

1 


5 

1 

9 







Basis of the Statement of 
Affairs 

The basis of the Statement of Affairs and 
Deficiency Account is the same as that of a Balance 
Sheet and Profit and Loss Account, viz. the Trial 
Balance. It is just as necessary to extract a Trial 
Balance from the books before preparing a State¬ 
ment of Affaire as it is when making up a Balance 
Sheet. There is no reasonable hope of effecting 
an agreement betwdbn the two sides of either docu¬ 


ment until the hooks have first been found to 
balance. It is of material assistance in preparing 
a Statement,of Affairs to drawn]) a Balance Sheet 
and a Profit and Loss Account in the usual way 
and then to transfer the items to the Statement of 
Affairs forms. By this means it can be ensured 
that every item in the books is brought into the 
statement, and the fact that the preparation of a 
Balance Sheet is much more familiar than a State¬ 
ment of Affairs will conduce to the minimizing of 
the risk of errors. 


COMPANIES’ LIQUIDATION 


In the case of the liquidation of a company it is 
only necessary to lodge a Statement of Affairs in 
those caseR where an order to wind up the com¬ 
pany h«s been made by the Court; but it is very 
desirable to have a Statement in the same form in 
all company liquidations. In compulsory cases 
the statement with regard to the assets and liabili¬ 
ties of the company is prepared in the same way 
as in bankruptcy, except that there is an addi¬ 


tional item on the assets side for the estimated 
realizable value of any unpaid calls on sharos, 
and an additional item on the liabilities side for 
debenture bidders whose claims are deducted in 
full from the assets in the same way as pre¬ 
ferential creditors. There is also an additional 
section to the statement relating to the share 
capital, which is stated in the manner shown on 
p. 224. 


REALIZATION AND DISTRIBUTION 


The methods of appointment of trustees and 
liquidators are dealt withrin Part III, Chapiers 
XI and IV. As soon as the appointment is com¬ 
pleted the trustee or liquidator proceeds to r&lize 
the assets. The only account which it is strictly 
necessary for him to keep is a Cash Account show¬ 
ing his receipts and payments, but it is desirable 
to open accounts for the various assets shown m 
the Statement of Affairs and for his several heads 


otexpenses, as this will facilitate the preparation 
of the final statement which has to be sent to 
creditors. A periodical survey of the accounts 
will also ensure that the realization of all the 
assets receives constant attention. 

Distribution 

If it is possible to realize all the property speedily 
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it is the duty of the trustee or liquidator to pay 
the expenses and distribute the amount available 
amongst the creditors at once. Befdre this can be 
done it is, of course, necessary to ascertain who 
are the creditors and what are the correct amounts 
of their respective claims. In cases of bank¬ 
ruptcy and compulsory liquidations the lists of 
creditors in the Statement of Affairs form the basis 
of the distribution. In other eases lists are pre¬ 
pared from the books and^documents which have 
come into the possession of the trustee or liqui¬ 
dator, and notice is sent to any creditors who have 
not lodged their claims that they must do so by a 
certain date or they will be excluded from the dis¬ 
tribution. Advertisements are also inserted in the 
Press calling upon creditors to lodge their claims, 
or to “prove” as it is termed. It is the duty of 
the trustee or liquidator to examine the claims 
and to admit or reject tlrem as he thinks lit as the 
result of his examination. Any creditor who is 
not satisfied with the decision may appeal to the 
Court to vary it. 

When the list of creditors entitled to participate 
in the distribution has been settled, the trustee 
calculates the amouut to which each is entitled 
out of the amount available and makes the distri¬ 
bution accordingly. All debts entitled to priority 
of payment before the ordinary creditors must first, 
be paid in full before calculating the amount di¬ 
visible amongst the ordinary creditors. 

Returns to Contributories 

In the case of company liquidations it sometimes 
happens that there is a surplus after paying the 
expenses and the creditors’ claims. In such cases 
it is necessary to make a return of capital to the 
shareholders. The basis upon which this return 
is made depends largely upon the cofnpany’s 
Articles of Association, particularly when there is 
more than one class of share. Preference share-,, 
holders usually, but not always, have the right to 
have their capital returned in full before ordinary 
, shareholders receive anything, and when this is 
the case any surplus must belaid to them. Further, 
if there should be any ordinary capital not called 
up or paid up the liquidator must proceed to get 
it in if it is required for the purpose of paying the 
preference shareholders in full. If necessary the 
liquidator must make g call, and he must also do 
so tf some of the ordinary shares have had more 
called up on them than others. This is done in 
order to adjust the rights of the shareholders 
inter ge, the principle being that every shareholder 
in a particular class should* lose the same amount 
per share. This position is* best explained by’ 
means of an example;— 
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realized £4681. " W6nt * Dt ° aniJ the assets 

The expensed of the liquidation were £678. 
r ^ re uren tml creditors amounted to £126 
ordinary creditors amounted to £1037. 

The share cupitaj was:— ' 

IZ n r f renCe L ahare8 of * fully paid; 

2 ! v n “ y u" 63 ° f £1 ‘' ach - {u, ‘y PM i 
2000 Ordinary shares of £1 each, 10». paid. 
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The preference shares were preferential as to both cap¬ 
ital and dividends. 

As the assets were not, sufficient to enable the 
preference capital to be returned in full, the liqui- 
a or made a call of 10s. per share upon (lie 2000 
ordmary shares and the call was paid up in full. 

J he following account shows how the distribution 
teas effected:— 


Y ~ Z " LTa ~ SUMMA RY 0F liquidators receipts am, payments 

To Proceeds offsets. 


To Balance b/d. 8 

1 ' 1 roooeds of Call of 10a. per share , 
2000 Ordinary Shares. 


! £ 

! 4681 

J 

If 

0 

(f. 

0 

By hxpunscs of Liquidation 
ii Preferential Creditors 

" Ordinary Creditors . 

ii Balance c/d.. 

4681 

0 

0 


2840 

0 

0 

By Return of £1 j Jtr share to Preference 
Shareholders . 

1000 

0 

0 

ii Return of 2s. 4 |r/. per share on 7000 
Ordinary Shares. 

3840 

0 

0 

• 






£ 

* 

it 

! 678 

0 

0 

I 126 

0 

0 

•1037 

0 

0 

2840 

0 

0 

4681 

0 

0 

- ---■ 


C.Z- -J 

3000 

0 

0 

840 

0 

0 

3810 

0 

0 





It was not really necessary to call up the whole 
of the 10s. per share uncalled on the 2000 ordi¬ 
nary shares, since a return of capital is made 
ou them; but havjpg regard to the fact that the 
amount not called would have been very small, 
and that some of the shareholders might have 
failed to pay, it would riot have been advisable to 
call less than 10*. per share. 

Accounts of Trustees and 
Liquidators 

The Itihkruptcy and Companies Acts provide 
that trustees, both in bankruptcies and under 
^eeds of Arrangements, and liquidators in com¬ 
pulsory and voluntary liquidations shall render 
accounts to the Board of Trade periodically in 


pi escribed forms. It is not necessary to deal with 
these accounts in detail, and it will suffice to say 
that they take the form of summaries of receipts 
ami payments and are on a purely cash basis. It 
is also necessary for trustees and liquidators to 
keep accounts of their trading if the business of 
the debtor or the company is carried on, and to 
account to the Board of Trade in a prescribed form 
iif respect of the trading. 

When the estate has been fully realized and the 
proceeds distributed the trustee or liquidator, as 
the case maj be, is required to forward to each 
creditor (and shareholder in the case of a com¬ 
pany) a statement showing the result of the bank- 
ruptev or liquidation. These statements are in 
prescribed forms, and that applicable to a com¬ 
pany in compulsory liquidation is shown on p. 226. 


RECONSTRUCTION OF COMPANIES 


The reconstruction of most companies takes 
place in consequence of their non-success. It is 
usually effected by the winding up of the company 
and the sale of its assets to a new company—gene¬ 
rally with the same or a similar name. The scheme 
provides as a rule that the shareholders of the old 
company shall be entitled to shares in the new 
company in a stated proportion to their holding 
iff the old company, and frequently this is on con¬ 
dition that the shares they receive in the new com- 
VOL VII 


pa% shall be treated as partly and not as fully 
paid up. This is often the case in such under¬ 
takings as mining companies which have issued all 
their capital and whose shares are fully paid. The 
property may not have reached a paying stage, a 
further issue of capital is not practicable, and the 
only means by which more money can be raised to 
proceed with the development is by getting it from 
the existing shareholders, who will lose what they 
have already invested unless they agree to find the 
• 104 
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STATEMENT SHOWING POSITION OF COMPANY AT DATE OF LIQUIDATOR’S 

APPLICATION FOR RELEASE 

a 



To Total Receipts from 
Date of Windino • up 
Order, viz.: 

(State particulars under the 
several heading* specified in the 
Statement of Affairs.) 

Cash in hand. 

Cash at Bank. 

Patents. 

Leasehold Premises and 

Machinery. 

Stock . 

Debtors. 

Amounts received from 
Calls on Contributories 
made by the Liquidator 
Receipts per Trading Ac¬ 
count . 

Other Receipts. 


0 1C | 2 
3 5 

1500 


By Board of Trade and Court Fees, viz.: 


Debtors (including Print¬ 
ing, Postages, and Sta¬ 
tionery) . 

Percentage on £5681 Assets 


£ 

1 . 

d- 

& 



33 

0 

0 

284 

1 

TO 

125 

1 

6 

56 

16 

0 

15 

6 

0 

31 

6 

8 

62 

9 

0 


Percentage on £5003 Assets 

distributed. 

Audit Fee. 

Court Fees, including £2 
Stamp on Petition. 

Law Costs of Petition,hfter 
deducting £2* Stamp on 

Petition . 

Law Costs of Solicitor to 

Liquidator. 

Other Law Costs. 


Shorthand Writer’s Charges. 

Special Manager’s Charges. 

Person appointed to assist in preparation 

of Statement of Affairs. 

Auctioneer's and Valuer’s Charges as 

taxed. 

Other Taxed Costa. 

Costs of Possession and Maintenance of 

Estate. 

Costs of notices in Gazette and Local 

Papers. 

Incidental outlay. 


Payments. 



93 15 8 

15 15 0 
43 2 6 

3 4 8 

3 15 0 

4 2 8 


6 5681 


Total costs and charges. 678 


Less: 

Payments to redeem Se¬ 
curities . 

Costs of Execution. 

Payments per Trading 
Account. 


Net realizations. 5681 



Creditors, viz.: 

£ 

8 . 

6 Preferential. 

126 

0 

48 Unsecured. 

1087 

0 

1st and final dividend of 
20a in tho £ on £1037. 

The estimate of amount 
expected to rank for Divi- 
dend was £946, 18s. 

Amount returned to Con- 

c 


tributaries on 3000 Pre¬ 
ference Shares at 20s. per 
share. 

3000 

0 

And on 7000 Ordinary 
Shares at 2s. 4|d. per 
share.^... 

840 

0 



money and come into the reconstruction. Share- receive the value of their scares in the old cotfi- 
holders have, of course, the right to dissent and to pany, but this is usually very little. 
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The procedure adopted is described in Part III, 
Chapter IV. % 

The entries in the books of the two companies 
t° record the sale and purchase of an undertaking 
in consequence of a reconstruction will best be 
understood by means of an example, but it may 
be stated generally that the entries relating to the 


sale are very similar to those made on the winding 
up of a partnership, whilst those made in the 
books of the new company in relation to the pur¬ 
chase of the property do not differ substantially 
from those made in connection with the purchase 
of a business from an individual. 

The following is the— 


BALANCE SHEET op the X. Gold Mining Company; Ltd., at 1 December, 1913 

Capital and Liabilities £ s. d. Assets 

Sundry Creditors. 2,650 0 0 Property. so,out 

Shark Capital: Development Account . 2«,00( 

120,000 shares of £1 each, fully paid 120,000 0 0 p^fit and Loss Account '.V.'. V. fl)«W 


122,650 0 0 


The directors laid a scheme of reconstruction 

Ob 

before the shareholders which provided that the 
company should go into voluntary liquidation and 
that a new company should be formed to take 
over the assets at the price of £‘80,000, to be paid 
by the issue to the shareholders of live shares of 
£1 each in the new company, treated as being 16s. 
per share paid up for every six fully paid shares in 


; 122,661 


the old company; the new company to undertake 
to pay the liabilities of the old company and the 
expenses of the liquidation. The scheme, was 
approved,‘and all the shares in the new company 
were taken up by the shareholders. The agree¬ 
ment was duly carried out, the expenses amount¬ 
ing to £500. The entries in the books of the two 
companies were as follows:— 


JOURNAL OP OLD COMPANY 


Dec. I 31 Realization Account . 

j To Property ... . . 

I „ Development Account 

ii Machinery . . . 

To transfer book value of assets.* 

New Company . 

To Realization Account ... * 

For amount payable by new company in respect 
of assets, liabilities, and expenses. 

Realization Account ... . 

To Liquidation Expenses . 

For cost of winding up old company. 

Creditors. 

Liquidation Expenses .a 

To NeW Company 

For amount of liabilities assumed. 

Profit and Loss Account . 

To Realization Account .% 

To transfer loss on sale of assets. 

Shark Capital, Account . 

To Profit and Loss Account ... ^. 

To transfer loss to shareholders. 

Shark Capital Account . 

To New Company . 

w 0 r value of shares in new company issued to 
shareholders in old company. 


Usd £. * d. 

116,000 0 0 

85,000 0 0 
26,000 0 0 


83,150 0 0 


500 0 0 


2,650 0 0 

500 0 0 


33,350 |00 


40,000 i 0 I 0 


80,000 0 0 
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LEDGER OP OLD COMPANY 
Realization Account 


101 a 


j 

£ 

8. 

Dec. 

31 

To Property . 

1 

85,000 

« 


II 

i, Development. 


20,000 

0 


II 

n Machinery. 


5,000 

0 


it 

„ Liquidation Expenses.. 

1 

500 

0 




| 

1 

116,500 

0 

r 


(i 

1018. 



£ 

8. 

d. 

0 

Dec. 

31 

By New Company. 

• 

83,150 

0 

0 

0 


II 

m Profit and Loss Ac- 


33,350 

0 

0 

u 



count... 





0 








0 





11(5,500 

0 

0 










New Company 


1013 

' * ’ ■““* 

'“I 

1 

~ £ - 

b 

d. 

1918 




£ 

8. 

d. 

Dee. 

31 

To Realization Account... 

i 

83,150 

0 

0 

Dec. 

31 

By Liability to Creditors 














tak*n over . . 


2,650 

0 

0 









II 

ii LiquidatiolTExpenses.. 


500 

0 

0 









II 

it Capital Account 


80,000 

0 

0 





83,150 

0 

0 





83,150 

0 

0 





« 











Profit and Loss Account 


l. 

31 

II 

To Balanie. 

it Realization Account... 

1 

1 

£ 

6,650 

33,350 

s. 

0 

0 

' 

11. 

0 

0 

1913 

Dec. 

31 

By Share Capital Account 

i 


£ 

40,000 

8. 

0 




10.000 

0 

0 





40,000 

0 












I 




Shark Capital 


1913 



' £ 

tf. 

d. 

1913. 




«■ 

d. 

Dec, 

31 

To Transfer from Profit 





Doc. 

31 

By Balance. 


120,000 

0 

0 



and Loss. 


40,000 

0 

0 









II 

u New Company . 


80,000 

0 

0 












120,000 

0 

0 





120,000 

0 

0 








< 








Liquidation Expenses 


1913 



£ 

8. 

<1. 

1913. 



£ 

8. 

d. 

Dec. 

31 

To New Company. 


500 

0 

0 

Dee. 

31 

By Realization Account... 


500 

0 

0 









• 







The Property, Development, and Machinery 
accounts will be closed by transfers to the Realiza¬ 
tion Account, and the various creditors’ accounts 


may be closed by transfers to the new company’s 
account • * 
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JOURNAL OF NEW COMPANY 


1914 

Jon. I 1 


If 


It 


I 




1 

I 

£ 

8 

if. 

I * 

Property . 

Dr. 

| 75,000 

0 

0 

1 

Machinery. 

If 

1 

5,000 

0 

0 


To Share Capital Account . 






60,000 

For the amount credited as paid up on 100,000 







.shares of £1 each (16a. paid), issued in pay- 







n»ent for property and machinery acquired. 


1 




i 

Cash . 

Dr. 

j! 20,000 

0 

0 

1 

To Share Capital 


1 



!' 20,000 1 

For the amount received on 100,t)00 shares at 







0 4 s. per share. 





i 

I 

Property Account . 

Dr. 


2,050 

0 

0 

> 

To Cash.. 






| 2,050 

For the amount paid to creditors of old company. 






i 

Preliminary Expenses. . 

Dr. 


500 

0 

0 

1 

To Cash. . ^ . "... ... . 






I 500 

Being the amount of the liquidation expenses 






! 

of th? old company. 






i 

| 



LEDGER OF NEW COMPANY 
Shark Capital Account 


1914 
Jan. I 


] By Property 
ii H Machinery 
ii n Cush ... . 


i 

i 


7/., 000 
i! 5,000 
20,000 


«. 

0 

0 

0 


if. 

0 

0 

0 


» 

PROPERTY 


1914 . J 

| 


! £ 


d 




; i 1 

Jan. 

r 

s To Share Capital. 


75,000 

0 

0 




,! 1 

, I 


i» 

a Cash (amount paid to old 











company’s creditors).. 


2,650 

0 

0 



i 

■ 

1 | 

I j 


» 

Machinery 


1914. 



£ 


if. 



1 ' ' 

Jan. 

1 

To Share Capital. 


5,000 

0 

0 

A 


: f i 

* i 

i i ! 





• 









Preliminary Expenses 
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The following would be the Balance Sheet of the new company immediately after making the 
above entries;— 

BALANCE SHEET or the New X, Gold Mining Company. Ltd. 


-- — -—-'• 

£ 


d. 


£ • 

S. 

d. 


100,000 

0 

0 

By Property. 

77,650 

0 

0 




„ Machinery... 

5,000 

0 

0 





ii Preliminary Expenses. 

500 

0 

0 





H Cash... 

1(5,850 

0 

0 


100,000 

0 

0 


*100,000 

0 

0 









The cash shown in the Balance Sheet is the 
£20,000 received on 100,000 shares at 4s. per share, 
less the amount paid to creditors, £2650, and the 
liquidation expenses, £500. 

Effect of Book Entries 

The general effect of these entries iij the books 
of the old company is to transfer to the Profit and 
Loss Account the loss on the sale of the property. 
The tangible assets consisting of the cost of the, 
property, plus the cost of development and the 
machinery, stood in the Balance Sheet at £116,000. 
Against this there was a sum of £2650 due to 
creditors, leaving the net assets £l 13,350. As the 
new company is to pay to the old company or its 
liquidator £80,000 for the property, there is a 
loss of £33,300, which is written off to the Profit 
and Loss Account. That account already has an 
amount of £6650 standing to its debit in respect 
of the accumulated loss on trading, so that tlifi 
total debit is £40,000, which represents the total 
loss to the shareholders in the old company. 
This loss is transferred to the Capital Account 
and reduces the balance on that account to 
£80,000, the value of the shareholders’ interest 
in the undertaking and the amount which they 
will receive in partly paid shares in the new com¬ 
pany. 

The real cost of the property to the new company 
is £82,650, since it not only pays the old company 
£80,000 in shares, but also discharges its liabilities 
to creditors. The liquidation expenses of the old 
company, which are also paid, might bo treated^ 
part of the cost, but the tatter course is to treat 
them as preliminary expenses. The cost of regis¬ 
tration of the new company and any other expenses 
incurred in its formation would also be debited to 
the Preliminary Expenses Account. The Share 
Capital Account of the new company is credited 
with the amount treated as having been paid up 
on the 100,000 shares issued in payment of the pur¬ 
chase price, i.e. £80,000. The balance of £20,000 


received in cash is dealt with in the same waj 
cash received on the original issue of capital. Ac¬ 
counts are. opened and debited with the amounts 
payable on application, allotment &e., by the share¬ 
holders, and credited Wtfie Share Capital Account. 
As the cash c#tnes in it is entered on the debit 
side of the Cash Book and posted to the credit of 
the respective accounts. The net result of the en¬ 
tries is a debit to cash and a credit* to share capital, 
and for the sake of clearness the transaction is 
shown in this way in the above journal entries. 

So far as the shareholders are concerned the 
position is that they retain their interest in the 
property, but the £l shares which they hold in the 
new company represent an outlay of £1, 8s. per 
share. This is because they Have received only 
five shares in the new company for every six £1 
shares in the old company, and liavo paid in 
addition 4s. per shave on the new shares. 

Amalgamations 

The amalgamation of two or more companies in 
one undertaking may be effected for on^fr more 
of many reasons. The companies may be prosper¬ 
ous or the reverse. An instance has been given 
of reconstruction in consequence of non-successf 
and an example will now be taken foe purpose of 
illustration of an amalgamation of two flourishing 
•undertakings. An important factor to be deter¬ 
mined before the amalgamation can take place is 
the value to be placed on the various assets of the 
two concerns. In the example given it is assumed 
that the values stated in the Balance Sheets are 
agreed between the two companies. If any of the 
assets appeared at mefe or less than their real 
values it would be necessary to prepare an amended 
Balance Sheet showing the agreed figures, in order 
to arrive at the basis on Which the amalgamaticfh 
shall take place. 

The Balance Sheets ahowp below give th& 
position of two companies, one of which was a 
manufacturing business and the other that of a 
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wholesale house dealing in the commodity which I to amalgamate as from the date of the Balance 
was manufactured by the first. They agreed I Sheets. 


BALANCE SHEET op Gamma & Co., Ltd., on 31 December, 1913 



£ 

8 

d. 


£ 

i. 

d. 

To Share Capital. 

40,000 

0 

0 

By Freehold Property and Fit- 




n Creditors. 

7,000 

0 

0 

tings. 

15,000 

o 

o 

n Profit and Lass—Balance.... 

10^000 

0 

0 

ii Machinery and Plant. 

25,000 

0 

0 





ii Stock and Materials. 

9,000 

0 

0 





ii Debtors. 

5,000 

0 

0 





H Cash. 

3,000 

0 

0 


57,000 

0 

0 


57,000 

0 

0 






% 




BALANCE SHEET ok Delta & Co., Ltd., on 31 December, 1913 



£ 

„. 

d 

To Share Capital. 

20,000 

0 

0 

I, Creditors. 

5,000 

0 

0 

n Reserve Fund. 

6,000 

0 

0 

ii Profit and Loss—Balance.... 

4,000 

0 

0 


35,000 

0 

0 









£ 

8 

d. 

By Leaschfld Premises and 




Fittings. 

14,000 

0 

0 

,i Stock . 

12,000 

0 

0 

ii Debtors. 

4,500 

0 

0 

ii Cash. 

4,500 

0 

0 


35,000 

0 

;r.i j 

0 


The amalgamation takes the form of a sale to a 
new company which is registered under the title 
of Gamma, Delta, and Co., Ltd., and which takes 
over the assets and discharges the liabilities as 
from 1 January, 1914. The price is fixed* at the 
net value of the assets of the two undertakings 
and i, Arrived at as follows:— 

Gamma & Co., Ltd.: 

Assets per Balance Sheet ... £57,000 

Less Liabilities. 7,000 

- 50,000 

Delta & Co., Ltd.: 

Assets per Balance Sheet ... £35,000 * 

Less Liabilities. 5,000 

-£30,000 

Total Net Assets (and purchase price) £80,000 

This price is satisfied b^tho new company issuing 
80,000 fully paid £1 shares to the shareholders of 
the two ctjnpaniea, the shareholders in Gamma & 
)jio. receiving 50,000 ^tnd those in Delta <fc Co. 
30,000 shares. The shareholders In the former 
^company, therefore, receive five shares in the 
*new company fo» every four held by them in 
Gamma h Co., whilst the shareholders in Delta & 


Co. receive three shares for every two. This re¬ 
presents their real interests in the respective cpm- 
# panies, since in the former case, in addition to the 
£40,000 capital, there were undistributed profits 
amounting to £10,000 in the form of the balance 
of the Profit and Loss Account, and in the latter 
the undivided profits were also £10,000 (including 
the Reserve Fund) in addition to £20,000 capital. 

The entries*in the books of the two companies 
to record the sale of the undertakings will be 
similar to those already shown in the case of a re¬ 
construction, except that instead of a loss being 
transferred to the Share Capital Accounts there is 
a profit in each case of £10,000. The entries in 
the books of the new company would follow those 
a company taking over a business in ordinary 
course, which have been shown previously and 
need not therefore be detailed. In order to keep 
the example free from complications no mention 
has hitherto been made of the expenses consequent 
on the winding up of the two old companies and 
the formation of the new company. These would 
be paid by the latter, and assuming that they 
amounted to £1000 the Balance Sheet of the new 
company would appear as follows:— 
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BALANCE SHEET ok Gamma, Delta, & Co., Lm, on 1 January, 1914 


To Share Capital. 1 80,000 

„ Creditors...12,000 


92,000 I 0 



! & 

V 

d. 

By Freehold and Leasehold 




Premises and Fitting.,. 

1 291000 

0 

0 

h Machinery and Plant . 

■ 25,000 

0 

1 0 

„ Stock and Materials. 

1 21,00$ 

0 ■ 

0 

n Debtors. 

9,500 

0 

0 

„ Cash. 

: o,5oo 

0 

0 

u Preliminary Expenses. 

! 1,000 

0 

0 


^#2,000 

i 

l 

0 

0 


[Continued in jjrast volume. 













